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Chapter ~ 
Introduction 
A revolution bas occurred in the insurance industry in the 
last ten years. A revolution so wide in its scope and implications 
that even many of those closely connected with the industry have not 
realized the full significance of this upheavel. 
With the passage of multiple line legislation in 1949, the 
way was opened for companies to write both fire and casualty business 
with the resulting introduction of multiple line coverages. Out of 
this multiple line operation have arisen. new problems with regard to 
bureau operations and inter-relationships; licensing of companies, 
development of coverages, rating and underwriting. 
These problems have profoundly affected the industry and 
- .. 
the public. Their effect has been felt in all phases of the business, 
stock, mutual and direct writers. 
The effect has also been felt on company loss ratios and 
profits and competition in rates. Commissions are also being affected. 
In fact there are few, if any, aspects of the business that have not 
felt the impact of multiple line. 
This multiple line development, being of fairly recent origin 
has not as yet developed into a mature set of coverages, rules and 
rates. It is still in the formative period. Consequently as yet there 
has not come out of the industry any definite literature as regards this 
concept. 
There have been numerous articles on various phases of the 
·subject, but the few text books on the subject are mainly a treatment 
of traditional coverages with mention of multiple line and package 
policy developments. 
It will be the pwpose of this thesis to first of all trace 
~ . . . I 
the development of the Multiple Line Concept from the legislative and 
historical standpoint, . and the problems resul ting• 
. . I . . . 
We will then consider the Rating Bureaus• jurisdiction as 
regards Multiple Line operations, particulat-ly with regard to the;i.r 
relationship to each other and their overlapping jurisdiction. 
With this background, we can then deal with various types 
of package policies which ~ave developed as a result of this mult;i.ple 
line operation comparing the forms, and discussing the good and bad 
.features. 
Finally we shall take up the impact of these new forms on 
underwriting, sales, on th~ r:gerit, inslired and company, and attempt 
to chart the future evolutions of the package coverages. 
In attaining this. objective, we shall analyze past atte1npts 
to provide multiple line coyerage, present package policies, and. 
probable coverages which will.develop. 
In doing this, we shall stuqy the coverages now in use, 
-· .--
assureds',agents•,and companies' reactions to these coverages, and 
the strong and weak points of the various forms. Finally, we shall 
attempt to evolve out of these.conclusions a·package policy of the 
future. 
Chapter II 
Development 2.£ the Multiple Line Concept 
The multiple line concept is not a recent innovation in 
the insurance field as cUl'rent developments might imply. That _it 
is an innovation is true only in a limited sense~ In that the term 
"multiple line coverage" refers· to a form of protection reaching 
across the traditional fire, casualty and. inland marine lines of 
insurance by the inclusion of coverage on perils from two or more 
of these fields in a. single policy or endorsement by one co.mpany, 
the concept does have novel elements. 
However in the past, . groups of insurance co.mpanies with 
facilities for handling several· divisions ef insurance operated in 
what was described as the "multiple linen. Separate fire, marine 
and casualty co.mpanies were maintained and separate policies were 
issued, according to traditional breakdowns, for the various classes 
of business.* 
In this sense, coverage in the nature of multiple line 
insurance was available for a number of years prior to the enactment 
of multiple line legislation. 
Prior to multiple line legislation, facilities were 
available to provide an assured with protection against a variety 
of hazards by means of endorsements . to basic policies or by use of 
combinations of policies. However such coverages were developed 
*5, P• 30. 
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with:in the framework of the established rating bureaus hav:ing 
jurisdiction over the lines of insurance involved. 
In the fire insurance field, the well known ttExtended 
Coverage Endorsement" was prepared. This endorsement was attached 
to a fire policy providing additional protection in the nature of 
multiple coverage against a group of perils~· The perils included 
in the endorsment were confined to those falling within the 
jurisdiction of the fire rating bureau which filed the form on 
behalf of its members and subscribers. 
In the casualty field, multiple coverages such as the 
Comprehensive Personal Liability policy, the Combination Automobile 
Liability and Physical Damage Policy and the Comprehensive General 
Autem0bile forms were developed. The most re~ent development in the 
automobile field is the Family Automobile Policy. 
The Cemprehensive Personal Liability policy develeped aut 
of a comb:ination of Sports Liability coverage and residence premises 
liability coverage. 
In the case of the Combination Automobile Liability and 
Physical Damage Policy, autemobile liability and physical damage 
coverages were joined and the rating organization having j~isdiction 
over each division filed the policy for its own section. A fire 
insurance cempany could underwrite the material damage portion and 
its casualty insurance running mate could underwrite the liability 
portions of the coverage.* 
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Another more inclusive type of multiple coverage was 
incorporated in the Comprehensive 3D Policy. Under this policy 
five insuring agreements combined coverages taken from eight separate 
contracts.· 
So we see that even prior to multiple line legislation there 
were policies and forms in use which, to some extent, involved the 
concept of multiple line. 
F0r many years, insurance laws designated the lines of 
insurance and limited the types of insurance which a cempany was 
authorized to write. Beginning in l949 New York State passed 
legislation which authorized a company to write more than one kind of 
insurance and since that time all of the states have passed simila:r laws. 
Now under multiple line laws, a company can obtain authority 
to <write all lines of insurance or any conibination ef them provided it 
meets certain statutory requirements as to capital and·reserves. 
Another problem which has evolved from this new concept is 
that of policies and coverages• Bureaus and groups have studied this 
problem without any clear cut decision as to the best method of handling 
this multiple line underwriting. Two basic theories have arisen, one 
advocating a new kind of package policy issued for a single indivisible 
pl'em.ium on the theory that this results iii a new kind of insurance that 
f'alls inte a separate niche in the insurance world. The 0thel' basic 
theory is that which states that these corribination policies are simply 
a combination of various kinds of insurance in a new policy fol'm.* 
Out of this division of basic thinking on multiple lines 
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· .... 
have grown two distinct approaches. in the development ef multiple 
line ceverage. 
One ef these is that which has established entirely new 
bureaus to handle the rating, promulgation of policies and forms, 
and establishing of rules forthe writing of multiple line coverages. 
The other recognizes the established rating organizations 
and files new multiple line coverages throhgh these bureaus, each 
bureau filing the section of the policy over which it has traditionally 
had jurisdiction. 
This has resulted in a division within the business with 
some companies advocating one method, some the other and others doing 
still both. 
The problem is aggra¥atedby differences in rating laws in 
regard to multiple line activities and licenses of the various rating 
bureaus having authority over different lines mf insurance. Only 
recently in Massachusetts and Ohio has new legislation been enacted 
which permits multiple line underwriting. 
What amounts to a major revolution in the insurance industry 
has been brought about by this multiple line legislation. C<Dmpanies, 
which, prfuor to multiple line legislation, wrote only fire or 
casualt,y coverages are now writing both lines. 
Competition is becoming more severe as more and more 
companies enter both the fire and casualty fields and as more and more 
pressure is brought to bear on agents to place fire lines with a 
company in consideration of the company writing not so attraettve 
casualty business. This has even been carried to the point where the 
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Fair Trade commission has investigated to determine if there has 
been violation of the Anti-Coercion features of the Federal Anti~ 
Trust Laws. 
Within the companies themselves, pr0blems in regard to 
underwriting, trainiqg of personnel, handling of losses and over-
la~ping ,of fire and casualty coverages have arisen. Ta change the 
basic thinking of a fire company executive who has worked with first 
party liabUity, is not always easy as it involves an almost completely 
different outlook on the business.* 
It is not our purpose to consider so much the legal and 
technical aspects of the rating and licensing pr0blems resulting from 
these multiple line developments, but rather to eensider the new types 
of policies which are being introduced, past developments, present 
status and the possible future evolution of these new types of ~ultiple 
line policies. 
We shall first survey the field from a broad, overall view-
point, considering the ~roblem as a .whole .andtthen studying in more 
detail the new coverages which have come about. Finally we shall 
attempt to lo0k to fu;bure developments. and also attempt ·to foresee:: 
what -will evolve. out of present all risk policies with a recommendation 
as to a policy which will include most of the advantages of present 
' 
residence package polic;i..es and elilninate most of the disadvantages. 
In developing this thesis, reference will. be made to 
publications of the Bureaus having jurisdiction over these new policies, 
advisory material published by these groups; material frem insurance 
-10-
periodicals and person~l interviews and contact with company and 
agency personnel. This field is comparatively young and text 
book material has been very limited up to now. 
-ll-
Chapter III 
RatingBureau Jurisdiction ana OVerlapping 
in Multiple Line LegiSlation 
Prior to the commencement of multiple line underwriting, 
the licenses and jurisdiction of the established rating bureaus 
corresponded with the traditional lines or types of insurance set 
forth in the state insurance lawse Fire Rating Bureaus filed rates 
and promulgated rules for Fire and Allied Lines insurance. Casualty 
Rating Bureaus did likewise for Liability, Burglary and Glass insurance. 
Inland Marine Rating Bureaus filed rates for Inland Marine insurance. 
These rating organizations had clear cut jurisdiction over 
their respective types of insurance and there was no conflict and little, 
if any overlapping. The license of a typical fire rating organization 
would give its authority fer "fire, lightning, windsterm, hail, explosion, 
riot etc. when written in combination with a policy covering direct or 
consequential fire loss, rain insurance, explesion, ri9t and civil 
commotion, vandalism and malicious mischief, commercial water damage." 
The license of a typicai casualty rating organization would 
give it authority for Automobile Bodily Injury and Property Damage 
Liability, Bodily Injury and Property Damage Liability and Collision 
other than automobile, Glass, Burglary, Theft and Robbery, Water Damage 
and Explosion insurance, and Aircraft and other Vehicle Damage insured 
under combination residence policies. 
A typical Inland Marine rating bureau's license set forth the 
following description of its jurisdiction: (1) Inland Marine; (2) 
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Coverages which may be insured ?.gainst loss by .fire; except .(a) .fire 
insurance; (b) extended coverage insurance against specifically named 
perils o.f windstorm, hail, explosion, riGt, riot attending a strike, 
civil commotion, aircra.ft, vehicles and smoke •* 
The oldest rating organizations are the .fire rating bureaus. 
These bureaus were .formed to bring order to a somewhat chaotic situation 
just prior to the turn o.f the century at which time each company was 
selling insurance at its own rates in competition with all other 
companies in the business. 
These organizations developed,on a regional or state basis 
and were .formed by stock company groups who became members o.f the 
rating organization. Other stock companies joined until all companies 
writing in the state became members. Mutual companies were allowed to 
join as subscri\Ters and eventually practically all companies writing 
fire insurance belonged to these .fire rating organizations. Insurance 
departments then set requirements .for adequate rating and rules and 
recommended the rating bureaus.as "filing bureaus" .for its members. 
The Insurance Departments' rate regulation is set .forth in detail in 
the Insurance Laws of the various states. 
In general, these laws provide that rat~s shall be regulated 
to the end that they shall not be excessive, inadequate or unfairly 
discriminatory. They also authorize co-operative action among :ipsurers 
in rate making under state regulation. 
Due consideration must be given to past and prospective loss 
-D-
loss experience, to dcmflagratio:n; ~nd catastrophe hazards, to a 
reasonable profit, to dividends·~ ;to expenses, and in the case of 
fire insurance to the most recent five year period. 
Nothing in the law shall be construed ta prohibit or 
discourage reasonable competition or to prohibit or encourage 
unifermity in rates. The laws then go on to set forth in detail 
how rating schedules shall be filed with the department, and licensing 
and regulation of Rating Organizations • 
. These laws provide for appeal to and hearings by the Insurance 
Department of parties aggrieved by filings of the Rating Organization 
at regular intervals. The law provides that the Cemmisione~ of Insurance 
shall promulgate statistical plans which the insurer shall use in 
reporting its experience. 
The rate regulatory law finally makes provisions for penalties 
for violation of any of the preceding previsions and provides for 
hearings before the colTllllissioner and for appeal from his decision to 
the courts. 
Thus, using the section of the law pertain~g to rate 
regulation as an example, we see the detailed manne~ in which the 
Insurance Department regulates the rating function of the companies 
through the Rating Bureaus. 
Casualty bureaus developed in a way quite different from 
the fire bureaus, namely on a national basis. The National Bureau 
~f Casualty Underwriters composed of stock companies was set ~p to 
file rates for casualty coverages wit.h all the states. The corresponding 
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mutual bureau, the Mutual Insurance Rating Bureau perf'ormed the sarne 
:function f'or·mutual companies writing easaalty lines9 These 
erganizaticms hav-ing jurisdictien as they do an almost a nationwide 
basis, have established more uniform rules and rating procedures 
throughout the casualty industry than has been the case in the :fire 
industry wnere rules, forms, policies and rating methods vary greatly 
:from one jurisdiction to the other •. 
Far ·a.xa.rnple, the casualty industry when it develeps a new 
or revised policy can submit it to the insurance departments of' the 
various states, and it can be used after approval in individual states 
before receiving approval in all·ef the states. 
~en a new :form or policy is promulgated in the :fire 
insurance industry, it is ustiaily developed and submitted in one rating 
jurisdiction :first and it may be months or even years bef'ore it is 
introduced into all rating jurisdictions, of'ten with considerable change 
:from the original :filing. 
.o.l5-
Thus, the operation of' the :fire rating bureaus has been somewhat 
cumbersome in its operation and m>t as unilorm as in the case ef' the 
casualty rating bureau which under its natienwide scepe has operated 
with msre simplicity and economy. 
The T.nland Marine Insurance Rating Bureau, the steck inland 
marine bureau and the Transpertation Insurance Rating Bureau., the mutual 
inland marine rating bureau, also eperate on a nationwide basis having 
jurisdiction over inland marine filings nationwide. The same advantages 
found in having one national ca~ualty rating bureau are also prevalent 
in the inland marine rating setup. 
These casualty and inland marine rating bureaus are of 
mere recent arigin than the fire bureaus, and the trend in recent 
years has been to the consolidation of rating functions on a regional 
or national scope. This trend has been continued in the development 
~f new bureaus which have arisen to develop and promulgate multiple 
coverages.* 
First fi)f the multiple line bureaus to be farmed was the 
Multiple Peril Insurance Rating Organization. This bureau was organized 
by a group of stock companies in 1953 to act as a rating and filing 
body for multiple peril insurance. "It was stated that the new rating 
organization.·was created because it was felt that leadership must be 
previded in the formative peried of multiple line development if the 
insurance.industry was to avoid conflict and if.new coverages were to 
be worked out in an orderly fashion.** 
The .Multiple PerU Insurance Rating Organization further 
stated that it came into beirig as the result ef the recognitien ef a 
kind or division ef insurance that is neither, fire, inland maririe, or 
casualty. The statement has been made that "MUltiple Peril Insurance 
Rating Organization companies view the policies which it rates as new 
types of coverage falling into a previously unoccupied rating area 
rather than simpl~ combinations of older forms.u 
The Multiple Peril Insurance.Rating Organizatien has been 
responsible for the Homeowners policies and the Manufacturer's OUtput 
policy. Both of these policies are contracts which combine different 
*1, p. 547. 
**.5, p. 17. 
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lines of insurance into one policy which· is issued for an indivisible 
premium. 
The other major new bureau which developed to handle multiple 
line package dwelling policies was the Inter-Bureau Insurance Advisory 
Group. This bureau was formed in March, 1953 as a:p. advisory body. The 
membership was composed of a large number of fire, casualty and inland 
marine insurance companies. 
-17-
This bureau was formed with several major considerations in 
mind, some of which arose from an attitude toward established rating 
bureaus. This. was revealed in a publicity release in which it was stated 
that the operation ef the new organizations would be based on the 
following conclusions: (1) - IIThat there is no impediment to the making 
of filings for multiple peril policies through cooperative action of 
presently established rating bureaus (e.g., the National Bureau of 
Casualty Underwriters and the National Autemebile Underwriters Association 
on the casualty Side, the local Fire Rating Bureaus on t?e fire side, 
the Inland Marine Insurance Bureau ori the inland marine side, and the 
surety field.) (2) - That it is proper for an advisory organization 
to assist these established rating bureaus in undertaking such 
cooperative action. (3) - That joint filings by these established 
bureaus are permissible, with each rating bureau assuming responsibilitV 
for its respective part of the joint filings. (4) - That appropriate 
arrangement should be made for allocating premiums and losses for tax 
reserve and statistical purposes.n* 
In addition, the following principles guided the development 
of this bureau. One of the most important of these was the strong 
loyalty which these companies felt toward the established stock company 
rating bureaus. These companies felt it was unnecessary to organize a 
new rating bureau in order to take jurisdiction over any multiple peril 
policy forme They felt that this could be best accomplished through an 
advisory organization whose function it would be to prepare multiple 
peril policies and coordinate those policies thro~gh the existing rating 
bureaus. 
,Another principle on which they agreed was that the prl!lper 
initial approach to a multiple peril policy was on a named peril basis. 
They did not feel that the industry and the insurance publie were reaqy 
for ttAU Risktl contracts and felt that the introduction af a new and 
different policy .form would lend confusien to an already confusing 
sit'llation. 
Jn line with these principles, the Inter-Bureau Insurance 
Advisory Group performed research and in cooperation with the rating 
bureaus having jurisdiction over the individual coverages developed 
a new policy, the Cemprehensive Dwelling Policy. This policy is filed 
in the vari0us states by the existing bureaus :which have jurisdiction 
over the various sections of the policy, the fire portion by the 
appropriate fire bureau, the casualty portion by the appr0priate 
casualty bureau and the inland marine p0rtion by the inland marine 
bureau. 
The Interbureau Insurance Advisory Group acts as an advisory 
*5, P• 4. 
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bG>dy while the actual filings are made by already existing and 
previously operating bureaus. These bureaus, Multiple Peril Insurance 
Rating Organization and Interbureau Insurance Advisery Group were mainly 
stock company organizations although mutual companies belong as 
subscribers but not full members. 
Other rating bureaus hav-e also become involved in Multiple 
Line regulation. ,Another one of these bureaus which is assuming 
importance in the Multiple Line field is the Transportation Insurance 
Rating Bureau. This bureau was originally set up by Mutual companies 
as an Inland Marine Rating Bureau. It was the first rating bureau to 
amend its license to become qualified to file multiple line coverages 
and also the first bureau to file an "all risk" dwelling endorsement 
for attachment to a fire insurance policy. The Transportation Insurance 
Rating Bureau has formed a separate multiple lines department to handle 
the Homeowners, Manufacturers output and Cemmereial bleck coverages. 
Another group Which is relatively new is the Interregional 
Insurance Conference which was formed in 1954. It is a stock fire 
insurance company advisory organization. Its purpose is te coordinate 
the work of the regional and state fire rating bureaus and advisory 
organizations. The bureau has recommended two forms, the ttDwelling 
Buildings Special Formu and the "Dwelling Buildings and Contents Bread 
Form11 • 
Of these bureaus, Multiple Peril Insurance Rating Organization, 
and the Interbu.reau Insurance Advisory Group develeped the twli> most 
intportant forms in the multiple line dwelling policy field. The 
Multiple Peril Insurance Rating Organization brought out the Homeowners 
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policies and the Interbureau Insurance Advisory Group its Comprehensive 
Dwelling Policy. 
Multiple Peril Insurance Rating Organization advocated the 
single indivisible premiun type of package policy and considered it a 
new type policy. 
Interbureau Insurance Advisory Group recommended the divisible 
premium type of package policy and considered it simply a combination 
of alreaqy existi,ng policies. Some odmpanies belonged to one of these 
bureaus, some to the other, and many were members of both, and wrote 
both Ho~~w.ners and Comprehensive Dwelling Policies. 
The Transportation Insurance Rating Bureau followed Multiple 
Peril Insurance Rating Organization's Homeowners filings and files for 
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many mutual companies based on Multiple Peril Insurance Rating Organization's 
filings. 
In addition, Transportation Insurance Rating Bureau files the 
inland marine portion of the Comprehensive Dwelling Policy for its mutual 
company members. Thus Transportation Insurance Rating Bureau is acting 
as a filing agent fGr both types of policies for all of the Homeowners 
and a part of the Comprehensive Dwelling policy. 
For the most part, these new multiple line bureaus eperated 
independently of each other although there was a relatieDShip between 
some of them. As mentioned b~fore, Transportation Insurance Rating 
Bureau follows Multiple Peril Insurance Rating Organization's filings. 
The Interbureau Insurance Advisory Group and the Interregional 
Insurance Conference, in that they were formed by stock company groups, 
did have some connection but no close relationship. 
Until recently this constituted the new bureaus which had 
come into existence to develop and regulate the multiple line coverages. 
On May 1, 1957 the Multi-Peril Insurance conference was formed as a 
consolidation of Multiple Peril Rating Org~ization and Interbureau 
Insurance Advisory Group to develop a single package resi'dence policy 
and to consolidate other package policy operations. This new bureau 
has been working under very secretive conditions on a new residentiial 
package policy which will replace the Comprehensive Dwelling Policy 
and the Homeowners Policy .• * This new policy is reportedly ready for 
unveiling in the Spring of 1958, and its P?ssible format will be 
discussed in a later chapter. 
The merger of the two Bureaus was not accomplished with ease 
· since each Bureau jealously guarded its autonomous position. However 
a.fter considerable negotiations the two Bureaus were merged into one 
organization. 
There has been considerable overlapping. of' jurisdiction 
among the various bureaus which has resulted in a confusing situation 
not only as regards the agent and assured, but also on the part o.f 
the companies and the bureaus themselves. 
This overlapping stemmed in part .from the reason that the 
new bureaus such as. Multiple Peril Insurance Rating Organization had 
introduced policies which included coverages over which existing bureaus 
have traditionally had jurisdiction. Also some existing bureaus such 
-21-
as Transportation Insurance Rating Bureau have filed these new package . 
policies eXtending their domain from inland marine to include fire and 
casualty coverages incorperated in these package policies. 
For example, the Homeowners policies were filed by the 
Insurance Co~any ef North ,America under its 1JWU independent filings 
with the Insurance Departments of the various states. It was also 
filed by Multiple Peril Insurance Rating Organization for most stock 
companies and some mutuals. Transportation Insurance Rating Bureau. 
files it for most mutual companies filing the same rules and rates as 
Multiple Peril Insurance Rating Organization. 
Under an entirely separate filing for some stock companies, 
the Fire Bureaus of some states file jointly with the National Bureau 
of Casualty Underwriters and the Inland Marine Insurance Bureau. In 
additien the Fire Bureau, Mutual Insurance Rating Bureau and the 
Transportation Insurance Rating Bureau file for some mutual companies. 
So here we have a package policy being filed by an independent 
company and six bureaus in five different ways. This has resulted not 
only in confusion but in conflict among the bureaus. 
A good example of this is the conflict between Multiple Peril 
Insurance Rating Organization and the Fire Insurance Rating Bureaus 
regarding the sending of Homeowners dailies through the Fire Insurance 
stamping offices. 
Multiple Peril Insurance Rating Organization from its inception 
had contended that the Homeowners Policies were a new policy entirely 
distinct from the separate fire, casualty and inland marine coverages 
which it includes. Some of the rating bureaus, however, such as North 
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Carolina and Kentucky have maintained that the daily reports must be 
passed by the fire stamping offices since the pelicy includes fire and 
allied perils coverage. In Nerth Carolina the Insurance Department 
ruled that the daily reports must go through the stamping of.fices. 
In Kentucky, the. matter has been referred to the courts fer a decision, 
the Kentucky Insurance Department maintaining that daily reports must 
be sent through the stamping office and Multiple Peril Insurance Rating 
Organization contesting the ruling. The Kentucky Insurance Department 
states that companies which do not send daily reports through the 
stamping office will have to bear the expense of auditors being sent to 
the Home Offices of the companies to check these dailies. 
Such are the conflicts and confusions which must be reconciled 
before order can come out of the present multiple lihe situation. 
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Chapter !Y_ 
~ Types of Dwelling Forms 
Out of this multiple line reTolution which has taken place 
in the insurance industry in the last few years, three main types of 
new contracts have developed which will be dealt with in detail in 
the following chapters. 
In general these new co~tracts fall into three categories, 
(1) - Named Peril Forms. (2) - All Risk Forms and (3) - Package 
Policies ( which may include either All Risk or Named Peril features).* 
Examples of the Named Peril Forms are the Additional 
Extended Coverage Endorsement filed by many local fire rating 
organizations and the Dwelling Buildings and Contents Broad Form 
sponsored by the Inter-Regional Insurance Conference. Both ef these 
forms are mainly physical damage forms with minor casualty coverages. 
The named peril forms are those which cover for certain 
specified perils and are a natural development from traditional fire 
forms which are in themselves named peril forms. In this type of 
form the company sets forth the exact coverages which are afforded. 
It is then up to the assured, in event of loss~ to show that the loss 
resulted from the insured peril. 
The advantage to the company of named peril forms is that 
it knows exactly what types of loss it is insuring against and can 
gauge the rate based on the experience arising out of these perils. 
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Of course introduction of named peril for~ which include new perils 
not previously covered introduce new factors for which no experience 
is available. The rate for such a form is usually based on the 
experience for perils included for which there is previous experience 
plus a judgment factor fort he new -perils based on the possible 
estimated experience. 
Examples of the All Risk Forms are the Comprehensive 
Dwelling ~ndorsement of the Transportation Insurance Rating Bureau 
and the Manufacturers Output policy issued by the Multiple Peril 
Insurance Rating Organization. Another All Risk form is the Dwelling 
Buildings Special Form of the Inter-Regional Insurance Conference. 
In the All Risk Forms, coverage is afforded against all risks 
except certain excluded ones. Here the burden is on the company to 
show that the loss falls within one of the. exclusions and is not 
covered. If it is not excluded, it is automatically covered even 
though it may not be a peril originally contemplated by the drafters 
of the form. 
Under these !11 Risk forms companies are covering against 
loss from many fringe perils which are close to what might be considered 
maintenance and upkeep costs and which were previously borne by the 
insured. To reduce this type of loss a $50.00 deductible applies ts 
many of these perils. However this deductible may be eliminated by 
payment of an additional premium. 
The first of these All Risk Forms, the Comprehensive 
Dwelling Endorsement antedated the more popular Dwelling Buildings 
Special Form and was the first of the All Risk Forms& It fulfilled 
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the requirements cf a true all risk form in that it covered all 
risk of physical loss with only a few exceptionse 
The Dwelling Buildings Special Farm was the first popular 
all risk form and has been widely accepted by the insuring public. 
It was given wide pUblicity by the entire industry after its development 
by Interbureau. The nominal charge of .09 a hundred helped sell it to 
assureds, and many agents automatically attached it to all renewal 
policies. 
The next step in the all risk field was the package type 
policy covering all risk of physical loss plus casualty coverages. 
The Homeowners C policy was the policy that developed and it has 
proven a very popular form with people who own hemes in the middle and 
upper price brackets. 
It. eonibines an all risk coverage on the dwelling with an all 
risk coverage on contents which parallels very closely the Personal 
Property Floater. 
The Homeowners Policies of the Multiple Peril Insurance Rating 
Organization provide fire, extended coverage,and important casualty 
coverages such as Comprehensive Personal Liability, Medical Payments 
and Theft. These coverages are "Packaged" and must be taken as a unit 
for a single individual premium. This approach cuts broadly across the 
jurisdiction of several of the established rating bureaus. The other 
type of package policy which is different from the Homeowners Policy. 
is the Cemprehensive Dwelling Policy under which the coverages are 
separately shown with a separate premium computed for each coverage 
and with an option to select the coverages desired. 
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As will be brought out in detail throughout this thesis there 
is a diametrically opposed theory ·involved in the development of the 
Homeowners policies as opposed to the Comprehensive Dwelling Policy. 
The original drafters of the Homeowners Policy, the Insurance 
Company of North America, and the Multiple Peril Insurance Rating 
Organization brought into existence a new theory which incorporated into 
one package physical perils coverages and casualty coverages. 
In addition to this, the Homeowners Policy introduced another 
new concept in the indivisible premium for the entire package. This 
indivisible premium lumped into one sum the charges for the fire and 
allied coverages, the theft coverage and the liability coverage •. 
Its introduction aroused a furore among many old line stock 
companies who, for various reas9ns, did not approve of the new concept. 
There were several reasons for this strong feeling on the part of these 
companies. Firs·t of all, some of them resented any change. They felt 
that there should be a more gradual progression into the package policy 
field. 
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Secondly, they did not agree with the indivisible premium ccncept. 
They felt that the individual coverages should be rated separately under 
the usual rating schedules with discounts provided as an incentive to 
combining in one policy. Thirdly, many of these companies were averse 
to a new bureau, feeling that existing bureaus should administer package 
policies. 
Because of this strong feeling against this type of package 
policy, these companies formed Interbureau Insurance Advisory Association 
to promulgate a divisible premium type of package policy. 
Under this method the traditional rate making functions and 
jurisdictions of established rating organizations are utilized and 
regular statistical methods and procedures are preserve~. We must also 
note the casualty endorsements prepared jointly by the National Bureau 
of Casualty Underwriters and the Mutual Insurance Rating Bureau using 
the schedule approach and administered within the framework of their 
licensed jurisdictions. These forms are the Comprehensive Personal 
Liability, Personal Theft and Residence Glass Endorsements, all designed 
for attachment to the fire insurance policy. 
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This combination of dwelling fire policy and casualty endorsement 
is perhaps the simplest type of package policy and in our discussion of 
these multiple peril forms and the manner in which they have developed 
and principles on which they are based, it might be well to start with 
this simple policy which one company has advertised as the 11 Basic Three". 
Behind all of the developments of package policies, there is one 
fundamental principle which must not be overlooked, namely how much 
insurance does the insurance buyer wish to purchase. Some people regard-
less of their means for purchasing insurance, desire only basic ~o~erage 
against exposures.* 
In our discussion throughout this thesis, we must bear in 
mind that whether or not one form has advantages over another as regards 
coverages or simplicity in rating or writing, the fact remains that 
there is a market for all these types of package policies since the 
desires of the public for insurance coverages are so varied. 
A person who desires only basic coverage on a dwelling purchase 
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fire insurance with an extended coverage endorsement attached and 
insures his liability hazard by_ attachment of a Comprehensive Personal 
Liability Endorsement on the fire policy. Beyond these three basic 
coverages, we enter what maybe called fringe or frill benefits which 
some people desire and others do not wish to purchase, 
By abtachment of the Personal Theft Endorsement and a 
Residence Glass Endorsement to the same fii'e policy to which is attached 
the Comprehensive Personal Liability Endorsement we broaden the coverage 
to include some of the fringe or frill benefitse 
These coverages enUmerated above are all provided on a basic 
fire policy. No new policy or form is used and the coverage is 
receiving great popularity in the smaller towns and communities where 
the theft hazard is not so prevalent and where people do not feel that 
they need all of the extra coverages provided under the more expensive 
package policies. 
An assured may broaden his fire coverage by attachment of the 
Dwelling Buildings .Special For~ which gives him all risk coverage on his 
dwelling eXcept for certain sp~cifically excluded hazards, or he may 
attach the Dwelling Building and Contents Broad Form which gives him 
a specified peril coverage on his dwelling and/or contents. So, by 
combinations of existing forms attached to the regular fire policy, an 
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assured may purchase what now amounts to. a form of "Baby Package Policytt. 
With all the publicity which the new package policies are receiving, it 
is surprising the amount of volume which is being sold in reg~ar fire 
. . 
policies with combinations of these var;i.ous.endorsements attached~ 
An assured who wishes to purchase the ultimate in coverage 
for his dwelling will look to the new package policy of the Multiple 
Peril Insurance Rating Organization known as the Homeewners Policy. 
Here, he may obtain for an indivisible premium a package policy 
covering most or practically all of the perils te which he is e:x:pesede 
The Homeowners C policy gives him an all risk cove~ which is as broad 
as any coverage available to a homeowner teday. The Homeowners A and 
B policies provide somewhat more. limited coverage but are still very 
broad in comparison. with previaus. forms and include many previously 
uninsured perils •. 
If the assured desires a policy which can be tailored more 
to his own individual cirewnstances, the Comprehensive Dwelling Policy 
of the Interbureau Advisory Group is the policy which he will probably 
be interested in since it may be written for varying combinations of 
coveragesand for v;arying amounts whereas the Hemeowners policies ~e 
fixed as to coverages and amounts. 
The growth in the use of the Homeowners Policies has been 
little short of phenonema.l. There are a number of reasons for this. 
First of all, it is easy to write and to rate. There are no optional 
coverages in the basic policy and a single indivisible premium is used. 
The policy is designed to provide and does provide broad 
insurance at minimum cssts. A savings factor passed on to the assured 
of about 20% over individual premiums for the same coverages under 
separate policies results from one handling, one underwriting, one 
policy, with one expiration. The advantages to the assured of this 
policy are substantial savings in cost togethel:' with broader 
coverage, elimination o£ gaps or overlapping due to several policies, 
one policy with one premium which may be paid in annual installments, 
one expiration--eliminates danger o£ missing renewals and not being 
covered--one agent handling coverage assuxes pro£efisional attention 
to the assured's needs and one company' handling lo.sses assures 
e££icient service • 
.Agents have taken to this poli.cy more than to the Comprehensive 
Dwelling Policy as .they . .find it easy to explain, easy to sell and easy 
to write as compared with the Comprehensive Dwelling PolicY•* 
Companies have liked the policy because o£ the simplicity 
in checking the policy, the daily reports, the ·one indivisible premium 
and the £ixed amounts and coverages provided as well as the si~able 
package premiums involved with only one record to put through the 
o££ice routine. 
The Comprehensive Dwelling Policy has received a somewhat 
less enthusiastic reception but o£ late has. become more popular as 
agents have had time to study the two policies and £amiliarize 
themselves with the coverages and the methods of writing and rating 
the policies. The Comprehensive Dwelling Policy £inds its use 
particularly in the case of individuals mose values va:ry from the 
average and who require there£ore a tailor made policy.· 
Again as the rates for this policy have been made more and 
more competitive with the Homeowners and in some cases even :more 
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advantageous than the Hemeow.ners, the popularity of the policr,r has 
continued to rise. 
The forms and policies mentioned in this chapter will be 
treated in greater detail in the following chapters as regards 
coverages, development, and comparisons of the forms. 
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Chapter y 
Named Peril Forms 
Let us first take up in detail the simplest of these new 
forma, the named peril forms. These forms are so named because they 
specify the perils covered and only these named perils are covered 
under the for~-· 
There are two forms of this type that have gained popularity 
in recent .. years. They are the Additional Extended Coverage Endorsement 
and the Dwelling Buildings and Contents Broad Ferm. 
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The Additienal Extended Coverage Endorsement was prepared by 
the Eastern Underwriters Association and' was filed by the fire insurance 
~ating organizations. It is designed for optional attachment to a fire 
insurance policy which includes the regular Extended Cove~age Endorsement. 
Under its terms, coverage is extended to private dwellings or 
their contents so as to include direct loss by water damage, rupture or 
bursting of steam or hot water heating systems, vandalism and malicious 
mischief, vehicles owned or operated by the insured or by any tenant, 
glass.breakage, ice, snow, and freezing, fall of trees and collapse. 
The Additional Extended Coverage endorsement includes in a 
limited way casualty coverages in the glass breakage coverage and the 
burglary damage coverage included under vandalism and malicious mischief. 
The usual rate for the Additional Extended Coverage Endorsement 
with $50.00 loss deductible is .04 per year over and above the fire and 
extended coverage rates. Since many of the more recent package forms 
have developed from the Additional Extended coverage form, let us 
consider in some detail the cover~ges provided. This was the first 
form introduced by the stock companies and used in any quantity to 
provide coverage beyond the traditional fire and extended coverage. 
In developing this form, an attempt was made to· include 
onJ.:y major exposures to which an insured is subject. By doing this, 
the drafter~ of the form planned to keep the rate at a reasonable level. 
A $50.00 deductible applicable to all perils was used to help attain 
this low rate for the coverage. 
It was felt that many insureds did not wish to purchase a 
lot of fringe benefits. that would be provided in all risk forms. 
Accordingly, the major perils to which the average homeowner would be 
subject were incorporated in this form. Later, from the basic theory 
used in this form, developed the Dwelling .and Contents Broad Form, a 
named peril form which included several additional perils not found in 
the Additional Extended Coverage Endorsement. At present writing, the 
Additional Extended Coverage Endo:i:'s~.ment, while still in use, has been 
practically replaced by the Dwelling and Contents Broad Form, and there 
is a strong possibility that this 'form may be withdrawn. 
Let us now consider the coverages which the drafters of this 
form felt were 'essential to provide an insured with protection against 
his major exposures. 
First of all, water damage coverage is provided. This is 
limited to discharge, leakage or overflow from plumbing, heating or 
air conditioning systems or domestic appliances. A $50.00 deductible 
applies as it does to all perils under this form. 
There is no coverage for backing up of sewers or drains,. or 
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water damage caused by £lood, inundation, waves, tide, tidal wave, 
high water·er overflow of streams or bodies o£ water, whether driven 
by wind or not. Thus we have very limited water damage coverage under 
this £orm. There is no coverage £or the cost of repairing or replacing 
the plumbing, heating or ·air conditioning systems 0r domestic appliances, 
or parts thereof. 
It is explicit that the water da.m8:ge under this ... £orm mtiost 
·- •,, ~ . ---1 ... 
come from leakage or overflow or water from within a plumbing, heating, 
or air conditioning system and ~ust be accidental. 
Let as take ~he case of an open floor drain in a basement 
which leads through tile to a "dry well" on the premises that £ills 
with a heavy rain and causes water to flow back into the basement. 
Is there liability for this water damage under the Additional Extended 
Coverage? If there were a valve or trap in the drain line, and this 
was broken by water pressure, weuld there be coverage? In the first 
case, there would be no coverage, since this is backing up of sewers 
and drains and so excluded. 
In the second case, the breaking of the valve or trap 
inserted in the drain line to prevent such overflow constitutes an 
"accidental eccurence" and there would be liability. 
Anether peril covered is that of freezing of plumbing, 
heating and air conditioning systems and appliances. Both this peril 
and the water damage peril are subject to certain exclusions as 
regards freezing while the dwelling is vacant or unoccupied. Unless 
the insured has exercised due diligence with respect to maintaining 
heat in the building or unless the plumbing, heating or air conditioning 
systems and domestic appliances have been drained and the water supply 
shut off during such vacancy, there is no liability$ 
Therg' is a difference of opinion as to what constitutes 
unoccupancy~ some authorities maintaining that there is no unoccupancy 
even though an insured is in Florida for several weeks~ previded he 
intends te return to his home. If he does not intend to return, the 
dwelling would be cons~dered unoccupied. This is the majority opinion. 
However a minority feel that if a dwelling is uno~d~ied for several 
weeks while the owners were on an extended vacatioa, there is unoccupancy. 
Vandalism and Malicious Mischief includes damage done te the 
dwelling by burglars. It excludes damage to trees, shrubs, plants, 
lawns and outdoor equipment, fences~ driveways~ walks and detached 
retaining walls and bulkheads. 
Vandalism and malicious mischief is a coverage which has been 
available as a separate endorsement and is an important hazard to which 
individuals are subject. Accordingly it was included as one of the 
perils under this form. 
Under the Extended Coverage Endorsement~ coverage is provided 
for damage done by vehicles operated or owned by other than the insured. 
In the Additional. Extended coverage form is included damage done by 
vehicle~ owned or operated by the insured er by the tenant of the 
descriUed premises. Damage done by vehicles to outdoor equipment~ 
fences, driveways, walks, lawns, trees~ shrubs and plants is excluded. 
This eliminates many small nuisance claims for damage done when the 
owner's car runs over the lawn~ damages a shrub~ or a like occurencea 
Under this form, coverage is provided for damage done by 
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fall ef trees or limbs including their felling, topping o~ trimming. 
Under-Extended Coverage, damage done by trees, or tree limbs 
blewn down on a house is covered. Under this form, no matter what causes 
the tree or tree limb to fall, except earthquake or water, there is 
coverage. Even if the tree falls on the house. while it is being taken 
down, the insured is covered. 
There is also coverage from Objects falling from the weight 
of ice, snow e1>r sleet. This would cover damage done by an object 
.falling and striking part of the house, thus damaging it. There would 
be no coverage for a falling abject damaging outdoor equipment, fences, 
driveways, lavms; etc. 
If a building or any part collapses including collapse caused 
by weight Qf ice, snow or sleet there is coverage under this form. 
Excluded is collapse due to earthquake, water and subsidence. 
Collapse is considered that condition which exists when the 
parts involved lose their inherent ability to support either thernse]!.'Ves 
or other members •. The mere sagging of part of a building, such as 
bowed or sagging roof rafters from too heavy roof covering does net 
constitute a collapse. 
Landslide involves an actual movement or flow of material. 
It is more or less violent movement involving large lateral displacements 
in a relatively short peri~ of time. Subsidence is also a movement of 
soil but the movement is essentially vertical, a sinking, of the material 
in place. Very little lateral movement is involved, and it is a slow 
movement .. 
A fairly common occurence which is referred to as sUbsidence 
is the sliding or slipping of the earth. For exany:>le, an individual 
owned several acres of hills fronting on a city street. Over a period 
of years a lot approximately 200' x 150 1 was excavated until level 
with the street, leaving a 40 foot embankment at the rear of the lot. 
Heavy rains caused about 250 cUbic yards of soil to slide down onto 
this lot which had been sold shortly before. This movement was 
referred to in a court case as subsidence and was accepted by the 
court as correct usage. 
Glass breakage is covered as concerns glass constituting a 
part of the dwelling including storm sash and storm windows. 
Thus it can be seen that the Additional Extended Coverage 
Endorsement gives much broader coverage on a fire policy than was 
previously available under the fire and e~ended coverage policy. 
The other named perils form is the Dwelling Buildings and 
Contents Broad form, frequently referred to as the Inter-Regl.onal 
Ferm. 
This form is the most significant recent development in 
named perils coverage for dwelling risks. It was recommended by the 
Inter-Regional Insurance Conference in April 1954 and was adopted by 
the fire insurance rating organizations of most territories.* 
It is a single form embodying the provisions necessary to 
provide Fire Insurance, Extended Coverage and Additional Extended 
Coverage on dwellings, outbuildings, household contents, rental value, 
additional living e:xpense, and trees, shrubs and plants. 
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Coverage gees womewhat beyond a simple cembination of the 
perils of the separa~e forms, there being one entirely new peril 
covered, injury to electrical apFliances; devices, fixtures and wiring 
caused artifically generated currents, and also a number of features 
of coverage differ from those in the separate forms. 
It can be written to cover buildings or contents, or both, 
and in most states can be written on dwellings with up te and including 
four families. It is not limited to owner-occupied dwellings. 
In this form, we first encounter replacement cost insurance 
as it is found in most of the new package policies and forms. Coverage 
is on a replacement cost basis, i.e. with ne depreciation deducted if 
the amount of insurance is at least 80% of the full replacement cost 
of the damaged or destroyed structure. If the amount of insurance does 
not come up to this figure, the company pays the larger of twe amounts: 
(1) ~ the. actual cash value - i.e. with depreciation deducted; or (2) -
the proportion of the replacement cost of the damaged property which 
the amount af insurance bears to 80% of the full replacement cost of 
the insured building structure. For small lesses, those amounting to 
both less than $1000 and less than 5% of applicable insurance, the 
percentage requirement does not apply. 
The property must be restored to collect on a replacement 
cost basis, but there is no requirement as in some ether forms, that 
this be done with "due diligence and dispatch"• 
Reconstruction need net be en the same site nor need the new 
building be identical with the eld ene, though the insured may not 
collect more than it would have cost t0 rebuild identically and en the 
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same site. 
Recovery under the replacement cost feature is limited to 
the smallest of three amounts: (1) - The applicable amount of insurance; 
(2) - the l'eplacement cost of a structure (or part). identical with the 
insured building on the same premises and intended for the same occupancy 
or use; or (3) - the amount actually and necessarily expended in repairing 
or replacing the structure (or part) for the same intended occupancy use. 
The replacement cost feature will be dealt with in more detail 
in the next chapter. 
The Dwelling Building and Contents Broad form covers up to 
lO% of the dwelling amount on outbuildings or ather private structures 
except those involving commercial farming or manufacturing purposes. 
This extension does not apply to structures.rented entirely to others 
except to tenants of the main dwelling. Private garages, however, are 
covered even if rented te someone-else~ 
Another extension of coverage is found in the Rental Value 
and Additional Living Expense insurance which is provided up to a 
total of lO% of the dwelling amount. Rental Value coverage is limited 
to the portien of the building not occupied by the insured and 
Additional Living Expens.e coverage is limited. to the pertion occupied 
by the insured. 
There is also the extension of lO% of the contents item to 
cover property away from the premises. This does not include canoes, 
~owbo~ts, or animals. 
Specific amounts of insurance may be written to cover 
outbuildings, rental value, and additional living expense. writing 
specific amounts of insurance increases the coverage whereas 
extensions do not. 
An interesting feature of this form is that it provides 
5% of the dwelling amount to cover trees, shrubs and plants, subject 
to a limit of $250 on any one tree, shrub @r plant. 
Exclusions applying to trees, shrubs and plants are wind, 
hail and falling objects, weight of ice, snow er sleet, landslide 
and collapse other than damage resulting directly from collapse of 
a build:ing,. and damage by a vehicle owned or driven by an eccupant 
of the premises. 
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Improvements, alterations or additions to dwellings and 
outbuildings are covered up to 10% af the contents amount when these 
have been made to a building of which the insured is not the owner. 
There is also a Consequential Loss Clause applicable to 
contents items in the latest edition of the forme This clause provides 
that the policy covers loss to insured personal property contained in 
the described building resul t;ing from a change of temperature as the 
result of physical damage to the building or equipment fun the building 
by an insured peril .. 
A comparison of the perils covered under this form with those 
of the Extended Coverage and Additional Extended Coverage may be 
interesting .. 
As regards wind and hail coverage, a specific exclusion of 
spray has been added, applying whether or not spray is driven by wind. 
A new exclusion is iihat of wind and hail damage te (1) -
Radio and television antennas and aerials including their lead in 
wiring, masts and towers and (2) lawns, trees, shrubs and plants. 
There are no special provisions in this form concerning 
explosion. Thus, steam boiler explosion-is covered, as is damage 
caused by_ rotating parts of machines or machinery to the degree that 
these might be 11explesions 11 • The commen exclusion .of electrical 
arcing, water hammer and bursting of water pipes is not found in this 
form so they would b_e covered if explosions. 
Vehicle damage is not restricted to that caused by direct 
contact of the vehicle with the building and, except as to trees, shrubs, 
plants, lawns, driveways and walks, there is coverage even if the car 
is operated by the insured or any other occupant of the premises. Damage 
to trees, shrubs, &awns, driveways, and walks by any other vehicle is 
covered. 
The smoke damage feature of the Dwelling Buildings and Contents 
Broad form is net limited to faulty Ci>peration of heating or cooking 
units on the premises. Als0 there is no requirement that heating and 
cooking units be connected with a chimney. Damage from agricultural 
smudging or industrial operations is excluded, but smoke from burning 
trash or from a fireplace or an outdoor grille is covered, if such 
damage is sudden and accidental. 
As compared with.Additional Extended Coverage, the forms 
are quite similar. However, there are some important differencesa 
The exclusion of earthquake, flood, high waters, etc. applicable in 
Additional Extended Coverage to all insured perils applies in the 
Dwelling Broad ~orm only to cracking, burning etc. of steam and hot 
water systems and domestic water heaters, falling objects, collapse, 
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landslide, discharge of plumbing and heating systems and appliances 
and glass breakage. 
Fall of trees as found in Additional Extended Coverage has 
been broadened tb include fall of any objects, including trees and 
limbs. Also the cost of removing fallen objects from the premises is 
covered. .An il:nportant provision is that damage to building interiors 
or contents is not covered unless the outside roof or walls are 
damaged too. 
Damage by hurglars to property not taken by them is a 
separate peril from vandalism and malicious mischief. 
The ~overage Pf damage from weight of. ice, snow, or sleet 
has been broadened to include any damage, while under Additional 
Extended Coverage only damage ·by objects falling from such weight is 
covered. 
The landslide hazard is not subject to an exclusion of 
subsidence as is the case in Additional Extended Coverage. 
Under the Dwelling Buildings .and Con~ents Broad Form certain 
perils which are subject to a $50.00 deductible under the Additional 
Extended Coverage are covered in full Under this form: Vandalism, Fall 
of Trees, Objects Falling from the weight of ice or snow, rupture, etc. 
of steam and hot water heating systems, vehicles driven or svmed by the 
owner of the dwelling or a tenant; landslide and collapse .. 
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A rate of .06 is charged for this form in most jurisdictions. 
The Add~tional Extended Coverage Endorsement and the Broad Form 
provide coverage against the major perils (other than fire and Extended 
Coverage) to which the average homeowner is subject, and at a very 
reasonable price. 
For the individual who is interested in protecting only his 
major exposures and who is willing to bear any unusual type of loss 
which might be covered under an "All Riskll type form, they are the 
answer. 
Yet this form up to now has not enjoyed the popularity that 
the "All Risk" form which will be discussed in the next chapter has 
found. 
Perhaps when the insuring public realizes that many of the 
perils paid for under an all risk policy never occur, they will turn 
to the named peril forma as a means of providing basic coverage at 
minimum cost. 
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Chapter Y! 
All Risk Forms 
The first all risk dwelling form to come into existence in 
the insurance industry was the Cemprehensive Dwelling Endorsement filed 
by the Mutual inland marine bureau, the Transportation Insurance Rating 
Bureau. 
This bureau, ·eriginally a bureau for the rating and filing of 
inland marine and aircraft insurance, amended and extended its license 
so that it could file multiple line formse* 
In answer to the stock-companies. filing of the Additional 
Extended Coverage Endorsement, after a considerable period of study, 
this bureau filed the Comprehensive Dwelling Endorsement commencing 
in 1950. This form has recently been withdrawn by the Transportation 
Insurance Rating Bureau. The endorsement was designed for attachment 
to a fire insurance policy with an Extended Coverage Endorsement on a 
one family owner-occupied dwelling. 
It was an ci.ll risk form with certain stated exclusions, and 
is limited to real property, with some casuci.lty coverages included such 
as certain glass damage and theft. In a limited manner, this form did 
include fringe ~asualty coverages. 
The rate for this coverage was the local fire and extended 
coverage rate, plus a loading ef .10 with a minimum additionci.l premium 
charge of $25.00. 
This form, while the first of the all risk forms, intDoduced 
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several years before other all risk ·forms and at a reasonable rate, 
did net take hold and has never been sold in any quantity. Lack of 
publicity, the fact that the pUblic ~ere not yet educated to all risk 
fol'ms 3 and fear on the part of the companies that the form1-was too 
broad in the coverages provided, all contributed to this lack of 
popularity of this first all risk form. However, since this was the 
first All Risk dwelling form developed3 it might be well to analyze 
this form in some detail so that we can gain an insight into the 
development of later all risk forms. 
This ~s the first form to cever "All Risk with certain 
named exclusions. Prior to this form, broadened coverage had been 
provided by naming additional perils, for example, the Extended Coverage 
and Additional Extended Coverage Endorsements. This farm covered all 
risk and named the exclusions rather than·~he perils covered.* 
Ceverage was en an actual cash value basis, but there ~as ne 
prohibition against using this endorsement with a policy written on a 
l'eplacement cost basis in states where this was permitted generally. 
A $)0.00 deductible applied to all losses except those 
covered under the Fil'e and Extended Coverage Perils, and here we see 
an attempt to eliminate nuisance or maintenance type claims. 
The exclusions under the Comprehensive Dwelling Endorsement 
were few, and thus the form did provide a very broad coverage. 
The first exclusion was of personal property, since the form 
was designed only to provide all risk coverage on real property. 
However, screens, storm doors and windows were considered real preperty 
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if on the premises and were so covered. 
Also excluded were b~ildings used for mercantile, professional, 
manufacturing or farming purposes since this form covers only buildings 
used for dwelling purposes. 
Another exclusion, the common one found in all risk forms, 
was that of wear and tear, depreciation, gradual determoration, dampness 
of atmosphere, molding, rotting, chemicals, smoke or smudge from 
fireplaces or agricultural or industrial apparatus insects, including 
termites, vermin and rodents, inherent vice, faulty construction or 
installation, llordinarytt settling of foundations. 
This exclusion eliminates claims fur lack of ordinary 
maintenance, and for certain perils which were felt are not insurable 
at a reasonable rate. 
The next exclusion is also of perils which would increase the 
rate beyond that which the average insured would be willing to pay for 
the coverage. This is the exclusion of flood, inundation, waves, wave 
wash or tidal wave. 
This is the water exclusion that has been worded diffell.'ently 
in many of the package policies and has caused so much difficulty in 
loss adjustments. This exclusion has been broadened in many of the 
forms to eliminate surface water and seepage tb:eough basement walls and 
floors, coverage for which was provided under the Comprehensive 
Dwelling Endorsement. 
Earthquake coverage was included and this was the only all 
risk form which included the coverage, and helped its sale in many 
instances. 
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The final exclusion, the War Risk and atomic fission 
exclusion was the last of the exclusions in this form and is common 
to all policies, although worded somewhat differently. 
Here was a very broad ttaJ.l risks" form with few exclusions. 
Though the volume of this form sold was never very large, its importance 
was in shaping and acting as a model for the all risk forms which later 
developed. 
Another all risk form is the Dwelling All Risks Endorsement 
filed by one insurance group. It is similar to the Comprehensive 
DWelling Endersement of the Transportation Insurance Rating Bureau and 
is attached to a fire policy which includes the Extended Coverage 
Endorsement. It ma:y .. be written to cover a one or twe family dwelling 
providing it is owner occupied~ 
This form includes a replacement cost feature as well as an 
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extension covering trees, plants and lawns on a named peril basis, s~bject 
to limits. of 5% of the dwelling amo~t 6ver-all and $250 per tree, shrub 
or plant. The insured perils are fire, lightning, Extended Coverage 
falling objects, collapse of a building, vandalism and malicious mis~hief, 
and c:iamage by burglars. The form also provides an extension giving a 
combination of Rental Value and.~d~tional Living Expense Insurance.* 
'·- ........ ' 
There is a $50.00 Deductible clause which is unique in that 
it does not apply to losses which exceed $500.00. For losses of $500.00 
or less it does apply to fire, lightning, wind, hail, explosion, riot, 
riot attending a strike, civil commotion and aircraft. Unlik6J other 
all risk forms it does not apply to the trees, shrubs, plants and lawns 
extension. 
Here is an excellent example of the use of a modified 
·franchise clause to relieve the compaQY of small nuisance type claims, 
but allowing the insured full reimbursement on major losses. 
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The exclusions include depreciation, obsolescence, determoration, 
wear and tear, smoke from smudging operations, termites or other insects, 
vermin, wet or dry rot, "normaltl settling, shrinkage, or e:x;pansion in 
walls, foundations, floors or ceilings. Also excluded are curbs, walks, 
driveways, and detached retaining walls as well as personal property, 
war risk, and loss occasioned by enforcement of local, federal or state 
:}.aw. 
This form does not exclude flood, surface water, wave wash, 
wind driven water, and earthquake and so they are covered. Thus this 
form provides much broader coverage as regards water damage than do the 
more common Bureau promulgated forms. The form is underwritten much 
more carefully because of these water damage coverages and in view of 
recent experience, the .10 rate seems inadequate. 
Another company group form is the Comprehensive Dwelling 
Coverage form. This form is also ~itten on one and two family owner 
occupied dwellings. It has separate extensions providing Additional 
Living Expense and Rental Value coverage for 10% of the dwelling 
amount.* 
The form excludes personal property, damage by termites or 
other insects, vermin, mold, inherent vice, mechanical breakdown, wear 
and tear depreciation and gradual deterioration. 
It also excludes damage done by dampness o~ the atmosphere 
unless the loss is caused directly by rain, snew, ice, hail, sleet, er 
bursting o~ pipes or apparatus. Cracking o~ plaster, stucce, masonry 
walls, or ceilings or other damage due to settling o~ the property is 
excluded except by earthquake. War risk is also excluded. 
This ~orm also covers ~lood, sur~ace waters, wave wash, wind 
driven water and earthquake. Vacancy and trnoccupanqy are allowed without 
a time limit. 
The exclusions in this ~orm are the usual ones ~ound in most 
all risk ~orms. However, this ~orm, like the Dwelling All Risks 
Endorsement, is broader than most all risk ~orms in that it covers 
~lood, surface waters, wave wash, wind-driven waters and earthquake. 
The method of" charging ~or this coverage is unique. The 
loading ~or the ~irst $10,000 o~ coverage begins at $.12 above the fire 
and extended coverage rate. The loading for the next $10,000 is lower 
and so on as the amount increases. Here is a ~orerunner o~ the Graded 
Rate System ~or Dwellings about which there has been much discussion o~ 
late. 
The most important and the most popular o~ the "All Risktt 
~arms is the Dwelling Buildings Special Form. This ~orm, l~e the 
"Dwelling Buildings and Contents Broad Form", was developed by the 
Inter-Regional Insurance Cemerence which was ~armed in 1954. This 
group is a stock ~ire insurance company advisory organization, the 
purpose of which is to coordinate the work o~ state and regional ~ire 
rating bureaus and advisory organizations. 
This ~orm is so called ttall physical lossn endorsement 
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designed to be attached to a fire insurance policy covering dwelling 
buildings only. The form was orginally filed as the "All Physical 
Loss" form and was adopted by most Rating Bureaus in the fall ef 1954. 
In December 1954 the name of the form was changed to the Dwelling 
Buildings Special Form.* 
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This endorsement provides all risk coverage on dwellings, 
outbuildings, private structures, rental value, additional living expense, 
and against named perils only, trees, shrubs, plants and la-wns. There 
is no coverage on contents except building service and outdoor. equipment. 
The form includes replacement cost coverage which pays the 
full cost or repair or replacement if the cost is both less than $1000 
and less than five percent of the w:hole amount of insurance applicable 
to the 1mild:ing. Also if the amount of· insurance is 80% or more· of the 
full replacement cost of such building structure, the full cost .ef 
repair or replacement is covered. 
There a-re further conditions in the replacement cost feature 
which state that the Company's liability shall not exceed the la-rger of 
either the actual cash value, or that proportion of the full cost of 
·repair or replacement of the part of the building damaged which the 
whele amount of :insurance applicable to the building bears to 80% of 
the full replacement cost of the building. 
Also the Company's liability shall not exceed the smaller 
of either the amount of the: policy, the replacement cost of the building · 
identical with such build:ing structure on the same premises and intended 
~' p. 2. 
for the s~e occupancy and use, or the amount actually spent to 
repair or replace the building or any part for the same occupancy 
and use. The assured may elect to claim under this replacement 
cost feature, or he may claim under the actual cash value provisions 
of the fire policy to which the form is attached.. Since this replacement 
cost feature is an innovation peculiat to the new forms, it will be of 
value if we t~ke time to analyze this in detail. 
Under this form the insured must carry an amount of insurance 
equal to or better than 80% of the replacement cost in order to collect 
on a replacement cost basis - i.e.; with no depreciation deducted. 
Therefore if an insured expects to dollect full payment of a loss with 
no depreciation deducted, he must be careful to carry at least 80% 
insurance to replacement value •. This places more responsibilitr.en 
the agent and assured to ascertain the replacement cost of the dwelling 
so that the 80% requirement can be met. There is no doubt that in many 
instances where this form has been used, care has not been ta:keri to 
establish the value properly and some insureds are underinsured to 80% 
of va:lue. 
The workings of this clause should be explained carefully 
and throughly to insureds since there is considerable chance for 
misunderstanding on the part of an insured who is led to believe that 
the policy provides replacement cost unless it is pointed out to him 
that he must carry 80% insurance to replacement cost value if he is 
to collect on this uasis. 
For small losses, those both less than $1000 and less than 
, 5% of the insurance applicable to the structure, the 80% requirement 
does. not appl!· This gives the insured a liberalization as well as 
eliminating the nece~sity of figuring replacement cost on small losses. 
~t happens under this form if the 80% requirement is not 
met? In this situation the cornpiiUly has two alternatives as. regards 
payment. 
First of all, it may paythe larger of two amounts (1) the 
actual cash value. or (2) the proportion of the replacement cost of the 
. . 
damaged property which the amount of insuranc.e carried bears to 80% of . 
the replacement cost. This latter is not a coinsurance clause, though 
it works similarly. 
Recovery under the replacement cost clause is limited to the 
smallest of three amounts. First the applicable amount of the policy. 
This is self eyident and of course applies to all forms. Secondly, the 
replacement cost of a building (or part) identical with the insured 
structure on the same premises and intended for .t!he same occupancy 
and use. The form does not require.<.the insured to build on the same 
premises or with an identical building~ There must be reconstruction 
for a replacement cost settlement, but it may be at another location 
and does not have to be identical with the one destroyed. However the 
insured collects orily the replacement cost of an identicai building 
were it erected on the same premises. If it costs him more to put up 
a different type dwelling and/or on a different premise, he does not 
collect the difference. Also if his actual expenditure is less than 
what it would have cost to reconstruct the old dwelling, he is reimbursed 
only for what he spends. 
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. I 
Some of "tihe other forms which include replacement cost, such 
as the Homemmers policies, do require reconstruction on the saJile site 
with an identical structure in order to collect replacement cost. The 
third limitation of amount is te the amount actually and necessarily 
expended in repairing or replacing the· structure for the same intended 
occupancy and ua~. This of course is an accurate measure of replace-
ment cost and the insured should not and would not collect any more than 
this amount. 
The insured may ignore· the replacement cost feature and collect 
on an actual cash value basis. Then if he elects to do so within 120 
days after the loss, he may make f~ther claim under the replacement 
cost feature collec.ting the additional amount due under this provision. 
The replc:-cem~nt cost feature has proven confusing and 
difficult in its 'wording particularly as regards explanation to an 
insured. It is not easy to apply in event of loss, and it has created 
underwriting problems which will be discussed in a later chapter. 
A simpler form of replacement cost endorsement or a different 
principle to obtain insurance to value such .as the regular coinsurance 
clause would be desirable if and when a revision is made in the form. 
This will be discussed ill detail in the discussion of a recommended 
policy later in this paper. 
Getting back to the DWelling Buildings Special Form, we come 
to certain·interesting features of coverage~ 
Unlike the straight fire policy, damage from a friendly fire 
is included. Since ·this is an all risk policy and damage from friendly 
fires is riot excluded, it is covered. ·Thus, if as has happened, someone 
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·throws his watch or false teeth into the incinerator and they are 
. 
burned, he can collect for the loss. 
Also, since they are not excluded, smo~e from fireplaces 
and non-industrial sources off premises is covered. If faulty operation 
of a damper ,in· a fireplace causes smoke to ba?k up, fill the room and 
c:lamag~ _th~- walls, ther~. ~s coveragee .Also smoke damage from a neighbor •s 
incinerator would be covered. 
Unlike the ~end~~ Coverage_ e~dorsement? there is no restriction 
regarding damage done !)Y. wind dr_:tven :r:ain, · sn?W, sand or dust to the 
interior of the dwelling. In the Extended Coverage endorsement, an 
opening must first be made by the wind allowing the rain, snow, sand or 
dust to enter. In the Dwelling Buildings Special Form this rain, snow, 
sand or dust may be driven through open windows or doors or through 
cracks in the walls. Dwge so resulting is covered under this form. 
For example, an actual lass occurred recently when rain was driven 
through chinks between bricks in a dwelling during a heavy, driving 
rainst:oDm. The resulting water damage to walls and a tile basement 
floor was paid under this form. 
The form gives full coverage for explosion of a steam or 
hot water boiler as well as crackiag, burning, or bulging of such 
systems. The $50.00 deductible does apply to explosion, burning, 
?r~?king, o:r: bul~J:I1g_ '?f.-~- ~-~m~sti?. hot ~at~J:' ~eat~r. This form thus 
provides very bread cove~a~_e __ of _st_eam or h<?~ water ~eating systems. 
Vehicle and aircraft damage is covered with no deductible. 
. . -.. " .... 
Coverage is provided for damage done by vehicles owned or operated 
. . . 
by the owner or a tenant as well as others. Damage to trees, shrubs, 
·plants, or lawns by a vehicle operated by an occupant is excluded. This 
is to eliminate :many small claims which would result, since many times 
an owner or tenant runs over part ef the lawn or shrUbbery. 
Now we come to a very interesting feature of the all risk forms, 
the coverages pertaining te various types of water damage. Under this 
. . . - - .. -
form, wat:r damage coverage includes ~acking up of sewers and drains, 
:freezing of plUlllbing, heating and airconditioning systems and domestic 
appliances, and rupture, cracking, burning or bulging o:f steam or hot 
water heating systems. 
Excluded from water damage coverage ~re surface waters, floqd 
waters, waves, tide, tidal wave, high water, overflow of streams or bodies 
of water, or spray therefrom, all whether driven by wind or not. Also 
' - ~ . . ,• ' 
water leaking through cellar wal~s is excluded in later forms. 1iater 
- . -
leaking into a house through roo£, walls, and around windo-ws is ·c:qvered, 
of course, with a $5o.oo deductible. 
A moot questi~n _ and one .on which the . industry is not in 
agreement ~s .vha~ const~tut~s s'urface water •. 
A de:finition of surface water describes it as follows: 
ttSurface waters are those which have diffused themselves over the sur-
:face of the ground, :following no definite course or channel, and which 
have not gathered into or formed a natural body of water, and are lost 
by evaporation, percolation, or natural drainage.tt 
Percolating waters are de:fined as: 11Those which pass through 
the ground beneath the sur:face o:f the earth'without any definite channel, 
and do not.form a part o:f the body or :flow, sur:face or subterranean, 
o£ any water-course.n 
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With these definitions in mind, is water that runs on the 
surface, follows down the outside of a foundation wall and enters the 
basement below ground level surface water 0r seepage of percolating 
water through the wall? 
There is a variance of opinion among company loss men as to 
this and other questionable cases, and only, actual cow.t decisions will 
finally give us a definition of surface water as intended by this form, 
and set up a standard as to what is and is not covered under this form. 
Backing up of sewers and drains is. covered under this form 
with a $50.00 deductible as is freezing of plurri:>ing, heating and air= 
conditioning systems and domestic appliances, also with a $50.00 
deductible. 
With r~gard to damage done by f~eezing of plumbing, heating 
or airconditioning systems, the damage to the systems themselves is 
not covered. Only damage to the rest of the structure is covered. 
For example, if a water pipe .froze .and burst causing water 
to leak through a ceiling damaging plaster and paper on· the walls 
and flooding a til~d bas~ment ruining the tiles, the cost to replace 
the damaged· pipe wo~d n()t be covered. The i'emairider of the damage 
would be paid for, .. ~ubject to. ~he ~5g.o<? .. ~e~u?tible. 
If the dW.~lling .is vaca~t _or. :unoccupied and the insuxed 
does not exercise due diligence in ~intain~g heat in the dwelling, 
or does not drain the systems and appliances and shut off the water 
supply, there is no -aoverage. 
As regards due diligence with respect to maintaining heat 
in the building, the company must- determine whether due diligence has 
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peen exercised. Ordinarily if an insured maintains heat and checks 
regularly or has someone else Cfteck regularly te determine if the heat 
is on, the company would consider that he had exerted due diligencea 
No doubt this provision will result in a disagreement after a loss as 
to whether the insured has exerted due diligence in maintaining heat, 
and .the matter will go to the courts for decision • 
. Such a situation might arise in the case of an insured who 
goes to Florida for three weeks in the winter and leaves his oil fired 
hot water heating system on. The system is equipped with automatic 
controls. One of these functions improperly and the heat goes off. 
The plunbing and heating systems freeze up, burst, and extensive water 
damage results. Has the insured exercised due diligence in maintain~g 
heat in the dwelling? 
If the company denies liabilityQased on their contention 
that due diligence had not been exercised and the ·insured carries the 
matter to the courts, what wotild be the decision? It is hard to tell 
and to the writer1s knowledge no case of this sort has as yet been 
tried. It will be interesting to see where the courts draw the line .. * 
As regards rupture, cracking, burning or bulging of steam 
or hot water systems, there is full coverage exc~pt that a $50.00 
deductible applies to appliances for heating water for doll1estic 
consumption. 
This coverage is a new one, not previously provided under 
existing forms. N?t only is explosion of steam boilers 0r hot. water 
'heating boilers covered, but also d~ge from rupture, cracking, 
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burning or bulging of any part of the system. 
This is an extremely broad coverage as regards ~ater damage 
from heating systems since ~ater damage caused by rusting out is also 
covered from water leaking from heating or plumbing systems. 
Theft coverage of property which is an integral part of the 
building is covered. However, theft £rom a building in process of 
construction is not covered. If the property has been vacant for a 
period of thirty days preceding the theft, there is no coverage under 
the form. 
Damage by falling ebjects is covered ~ith the only restriction 
being that damage to trees, shrubs, plants and lawns is not covered. 
The same restriction applies to damage by ice, snow or sleet. 
Collapse of buildings is covered .~ith no deductible. Ellrcluded 
. . ' 
are collapse of detached r~taining walls caused by landslide, water 
pressure or earth mevement. If the wall is damaged by collapse of a 
building, it is cGvered. Also excluded is cracking, settling, shrinking 
or expanSion of foundation, floors, ~ails or ceilings, but the exclusion 
does not apply to ensuing collapse. 
·, . - .. . ... 
An interesting aspect of the exclusion of collapse of detached 
retaining walls causeEJ. by landslide, water pressure or earth movement 
is that such.a wall ~ould be considered a structru:•e and thus covered 
up to 10% o£ the dwelling amount. 
With regard to this coverage on retaining walls, a case 
-·. . -·. 
occurred recently where _a wall collaps~d beca~se of an inadequate amount 
of mortar being used when it was built. The con:g;>any had to pay the loss 
under the all risk form, but cancelled the line because of another 
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,section of wall similarly constructed and which the insured refused to 
point up.* 
Landslide·, except for landslide caused by earthquake or flood, 
is covered. No landslide damage to detached retaining walls, trees, 
shrubs, plants or lawns is covered. 
Under this form, there is glass breakage coverage with a 
$5o.oo deductible unless_the property has been vacant for thirty 
consecutive days or more. ·Full glass breakage coverage maybe 
Obtained by attachment o~ ~he Residence Glass Endorsement to the fire 
policy. 
There is ~imited unoccupancy and vacancy permitted except 
that as mentioned above, if the dwelling is vacant more than thirty 
days preceding a loss, there is no coverage for theft, vandalism and 
malicious mischief or glass breakage. 
This form maybe used only on dwelling risks occupied 
- -. 
exclusively for dwelling purposes by not more than four families • 
.. - . . . ' 
Tt may not be used for seasonal or farm dwellings .. 
... . .. ,. ... 
In some states, c;r:e<?-it for existing insurance is allowed. 
This makes it possible _to_pro~:ld~ a homeo~er with all the advantages 
of the. all riS.k ~~rm _without __ can?ell~ng ~surance, and automatically 
picks up th~ other poli~ie~ at ~xpiration. 
For example, a Dwelling Bui?-dings Special form may be 
written fo~ $20,~0 and credit allowed. for an existing fire and 
extended coverage policy for $10,000 in another company. The premium 
-· . ~ . 
is figured on the full .amount of insurance of the Special form and 
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.the pro rate.• unearned premium on the other policy is allowed. 
The rate for this coverage is the fire insurance rate plus the 
extended coverage plus .09. 
Of all the named peril and all risk forms designed for attach-
ment to the fire policy, this form is the mostpopular. ·It has received 
wide publicity and filing through the fire rating bureaus throughout 
- ..... -· -
the country, and this, coupled with the nominal rate, has resulted in 
wid'espz:ead sale of ~he form. It ou~sells its companion form, the 
Dwelling Building and Contents-Broad Form, by a wide margin. This is 
somewhat surprising in view of the fact that the major perils covered 
under the all risk form are covered under the broad form. The rate 
differential of only .03 is very likely responsible, in great part, 
. . 
for the larger sale of the all risk form. 
Another hindrance to the use of the broad form is that in 
some rating jurisdictions this form may not be attached to cover 
furniture written in the same policy with ~wellirig coverage under 
the all physical lo~s form. 
When loss experience begins to accumulate on these forms, 
and particularly on the. a~ risk form, it may be that the .09 rate 
will be found to have been too low and a rate adjustment may take 
place. Since the .09 rate was a judgment rate and not based on 
e~~rience, it could_b~ far from adequate, and then again, may be 
provedwholly adequate. 
. . .. -. 
The ease with which the form maybe attached to existing 
fire paiicies without necessity for cancell~tion or rewriting has 
also added to the ease with which the form has been sold. There 
will continue to be a market for this form in the lower and middle 
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'income groups and among people who do not wish all of the coverages 
·provided by the package policies. 
With payment of a,higher premium and depending on experience, 
it may be advisable and possible to eliminate some of the exclusions 
now in the form and provide a more nearly true "all risk form.•t 
One company has already issued its 011n.1 variation of this form 
including surface water and flood waters and this extension might be 
incorporated. Earthquake also might be included at some future date 
at a modest increase in premium. 
It is possible that a version of this all risk endorsement 
might be promulgated for use on dwelling and contents to compete with 
. . . 
the coverage provided under the inland marine Personal Property 
Floater and similar £arms as well as the package policies. Only time 
and the loss ratio will determine the future evolution of the Dwelling 
Buildings Special form. 
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Chapter VII 
Package Policies 
We :mww come to the most popular and the most important of the 
new multiple line dwelling coverages, the package policies. 
The two package policies now in existence are the Comprehensive 
Dwelling Policy and the Homeowners Policy. 
Each of these adopts a different approach to the package policy, 
one adopting a schedule approach and the other a package, single indi-
visible premium approach. 
The popularity of these forms has grown tremendously in the 
I 
last three years and has diverted premiums formerly going into separate 
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policies to these package policies. It has also resulted in increased 
pr~miums, since more insuran'ce to value is carried by insureds who formerly 
carried small amounts under separate policies~ 
.As mentioned previously, there are two distinct approaches to 
· the package policy, one is the single, indivisible premium approach of 
the Homeowners policy, the other the separate premiums, scheduled 
coverage approach of the Comprehensive Dwelling Policy. 
In contrast with the Homeowners policies which involve 
mandatory and relatively inflexible combinations and amounts of 
coverage, the Comprehensive Dwelling Policy is much more flexible. 
However, this flexibility results in a more. complex type of policy as 
far as mechanical details are concerned, and the policy is more difficult 
to w.rlte and rate than the Homeowners policy. 
The Comprehensive Dwelling Policy was drafted by the Inter-
bureau Insurance Advisory Group. The poli.cy, forms, endorsements and 
.rates were published and supervised by that body. The filing of the 
policy is now done by the Fire Insurance Rating Organizations of the 
various states, the Nat.ional Bureau ef Casualty Underwriters, the Mutual 
Insurance Rating Bureau, the Inland Marine Insurance Bureau, and the 
Transportation Insurance Rating Bureau .. ii-
This is a true Multiple Line Contract covering Physical 
Damage, Consequential Loss,_ Theft, and Liability Coverages for the 
owner-occupant of a dwelling up to f'our families. The policy may also 
be written to cover tenants in apartments, rented homes and residential 
hotels. 
Basically the policy consists of' a schedule of individual 
coverages, Fire, Thef't, Comprehensive Personal Liability, Glass, and 
Floater coverage f'ormerly written under separate policies and now 
combined into one policy under dif'ferent groups. The main difference, 
other than the combination into one policy, is the discounts allowed, 
provided certain requirements are met as regards insurance to value. 
The policy is divided into five separate groups called 
Group A, B, C, D, and E=-
Group A is the fire and allied perils sections and includes 
~ended Coverage, Additional Extended Coverage and optional coverages 
which may be added. 
Group B is the Theft section and allows both On Premises and 
Off Premises coverage. As we shall see later there are several options 
as to amounts of coverage under this item. 
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Group C is the Comprehensive Personal Liability section and 
also includes Fire Legal Liability. 
Group D provides a floater coverage on a named peril basis. 
Group E is for scheduled glass items which are not covered 
under the building glass . coverage of Group A.* 
The premium discount applies only if certain basic require-
ments are met. To qualify for the premium diso(;mnt, there must be 
(l) Fire, :EXtended Coverage, andAdditional Extended Coverage on the 
dwelling in an amount of So% of its estimated value. (2) Fire, 
Extended Coverage, andAdditional Extended Coverage on household contents 
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and personal property, .also for 80% of their estimated value (3) Residence 
Theft insurance applying to the premises for 2o%. of the value of household 
contents and personal property or $10,000, whichever is less. (4) Com-
prehensive Personal Liability Insurance with a limit of $10,000 per 
occurrence and (5) Medical Payments coverage of at least $250 per person. 
When these, requirements are met, Fire ~d Allied Lines rates 
are discounted 25%; Premises Theft Insurance 10%; and Comprehensive 
Personal Liability Insurance lo%; Theft coverage maybe written for as 
·little as $1,000, in which case the discount for this coverage is 
reduced to 10%, without affecting other ~iscounts.** 
The policy may be written to cover as little as Fire and 
Allied Lines coverage on the dwelling or on household contents, and 
in this case no discount applies. 
There is a minimum premium requirement of $125 for a 
. Comprehensive Dwelling Policy written at a discount, regardless of term. 
:*14, P• 2. 
**14, p. 4·. 
If the policy does not qualify for a discount, the only :rn:inimum premium 
requirements are those which apply to the individual coverages under 
the various manuals. 
Perhaps the simplest way to review this new type policy 
is first to consider each coverage group separately. 
Coverage Group A, Fire and Allied lines, is a combination of 
the Dweiling and Contents fire form., Extended Coverage and Additional 
Extended Coverage. Optional coverages on Additional Living Expense, 
Rental Value, and Trees, Shrubs, and Plants is available. A further 
broadening also allows attachment of the Dwelling Buildings and 
., . 
Contents Broad Form and the Dwelling Buildings Special Form. 
These for.mS follow closely the corresponding fire forms 
but there are some differences. The standard form defines only "build-
ings" instead of separate definitions of tiJ)wellingstt andlloutbuildings". 
The definition of buildings includes building equipment and fixtures 
as well as outdoor equipment pertaining to the service of the premises, 
provided such fixtures and equipment belong to the insured and are not 
otherwise covered. 
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Trees, shrubs, and plants may be insured specifically subject . 
to limits of $300 per tree, $25 per shrub, and $5 per plant. There is no 
provision for insuring lawns under the nstandard" form. 
As in the regular fire dwelling forms, there is an extension 
o£ lo% of the dwelling amount to outbuildings. These outbuildings must 
be located on the premises and they must be private structures appertain~ 
ing to the dwelling. A private garage is covered with no restrictions, 
but any other private·· structure rented to anybody but a tenant of the 
· dwelling is excluded. 
Originally this extensien di:-d not provide an additional amount 
of insurance. However, in recent editions, the 10% is an additional 
amount -of insurance over and above the dwelling amount. For example, if 
an insured covers his dwelling for $10,000, lO% of this amount, or $1,000 
can be applied to the private garage on the premises as an additional 
amount of insurance. If the dwelling burns total and the garage is also 
totally destroyed in the same fire, the insured has the full $10,000 
coverage to appiy to the garage.- He can therei'o:re collect a total of' 
$ll,ooo, assuming, of course, that the dwelling is worth at least 
#lo,ooo and the garage $1000. 
It is possible to write specific cove:r?age on outbuildings 
if their value exceeds lO% of the dwelling amount, or if the insured 
is not willing to risk_ destruction of both the dwelling and the 
outbuilding at the same _time where the outbuilding amount is only an 
extension and not an additional amount. 
The defi.ri.it:ion of- contents is vecy.similar to that of' the 
regular Dwelling and Contents forms~ The standard Fire policy ex-
~ . ·- .. , - -
elusion of accounts, bills, deeds, evidence of debt, money or 
securities, and bullion applies as does the exclusion of aircraft, 
motor vehicles and boats, except rowboats and canoes on the premises. 
. . ,. . .. 
Personal property off' the premises does not include boats of any 
d~scri:ption or any animals, except poultry. Ten percent of the 
contents amount applies as extensions away from the premises, within 
.. . 
the United States, Canada _and Alaska. 
There is coverage on personal property of' the insured and 
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property for which he may be liable, and at h'is option, property of a 
member of the family or a servant. 
Under Cov~rage A, there are also two Time Element extensions, 
one providing Rental value and another providing Additional Living 
Expense insurance, these being for an aggregate of 10% of the dwelling 
amount. 
The Comprehensive Dwelling Policy follows the local bureau 
rules on wind and hail deductible. There is full coverage for Additional 
EXtended Coverage in the basic form, but a deductible may be applied by 
endorsement ,. 
The policy also follows local Fire Bureau rules concerning 
wind and hail damage to outside radio and T. V. antennae, masts, towers 
and lead in wiring. If the local rules require an exclusion of th~s 
property, the form is worded accordingly. 
The Explosion coverage under the Comprehensive Dwelling Policy 
included accidental tearing asunder, cracking, burning or bulging of a 
steam or hot water heating or storage system or any part thereof, as well 
as explosion from other sources both on and off tbe premises. 
This provides a very broad coverage of steam and hot water 
heating systems including accidental tearing asunder which could be due 
to pressure or lack of pressure. It also included cracking, burning 
and bulging of the system provided it is sudden and accidental. A 
cracking due to wear over a period of time would not be covered. 
Under this policy damage by vehicles to fences, driveways, 
walks or lawns is excluded entirely. Trees, shrubs, and plants, if 
insured under a specific item, are covered against vehicle damage. 
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only by vehicles owned or operated by someone other than an occupant of 
the premises. 
The provisions applicable to smoke damage are substantially 
the same as those of EXtended Coverage, except that there is no specific 
requirements that heating and cooking units be connected to a chimney and 
there are specific exclusions of smog> fireplace smoke, and smoke from 
industrial apparatus or smudge pots. It is not required that a heating 
or cooking unit which is the source of smoke damage be located on the 
premises .. 
Now we come tb the newer type of coverage that we have en-
countered in other forms, water damage. This includes accidental dis-
charge, leakage or overflow of water or steam from within a plumbing 
or heating system or domestic appliance and loss caused by freezing 
of these systems and appliances. 
This coverage was first developed to give protection for 
the routine plumbing and heating system failures. It does not provide 
an all risk water damage coverage. 
Liability is assumed for only such damage as is caused by 
water or steam which emits from within the enumerated systems and 
appliances. Water originating from other sources such as surface 
water, rain water, and the like are not insured against. 
For example, a toilet tank breaks and several gallons of 
water pours onto the walls and floor. All damage caused by the water 
is covered. The cost to replace the tank is not covered. 
In like manner the failure of any of the valves, faucets, 
fittings, radiators, tanks, boilers and pipes resulting in leakage 
is covered as to water damage. Also covered is the cost of tearing out 
and replacing any part of a building in exposing defective parts, such 
as tearing up a floor or breaking into a wall. However, the cost of 
replacing the piping or fittings causing the leak is not covered. 
The Vfater Damage clause restricts vacancy to 30 consecutive 
days. Freezing accidents in a vacant or unoccupied-dwelling are 
covered only if the insured has exercised due diligence about main-
taining heat or the systems have been drained and water supplies shut. 
off. 
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Collapse of a bui~ding or a part of it is covered subject to the 
exclusion of earthquake, flood and subsidence. Landslide is also an insured 
peril. Both collapse and landslide coverages are specifically in-
applicable to outdoor equipment, fences, detached retaining walls, 
driveways, walks, and lawns unless such property i~ damaged as a result 
of collapse of a building. Th.ees, shrubs, and plants are excluded as 
to these perils even if specifically insured under the optional item 
applicable to them. 
As regards falling objects, this form is broader than 
Additional Extended Coverage which is limited to objects falling from 
weight of ice, snow or sleet. Also, thexe is coverage under this form 
for physical injury to buildings resulting from the weight of snow,ice, 
or sleet. 
Glass breakage is covered as in Additional Extended Coverage. 
·.As regards glass :o.ot· covered under the glass breakage feature of the 
Fire and Allied Lines form such as expensive mirrors, scheduled glass 
insurance may be written under Coverage Group E. Glass manual rules 
, apply _to this coverage g~oup and rates are discounted lo%, provided the 
risk qualifies for discount under the Comprehensive Dwelling policy. 
There is un.limited vacancy and unoccupancy but vacancy is 
r~stricted t~ 30_da!s as regards vandalism and glass breakage. Thirty 
days vacancy also applies to water damage coverage, with the separate 
. .. 
requirement that the insured exercise due diligence about maintaining 
heat in vacant or unoccupied dwellings or having plunhing systems 
drained and the water supply shut off. 
'. -. 
Exclusions under the Standard form are earthquake and flood. 
. - . 
~~so included are waves, tide or tidal waves, inundation, high water 
-.- . -. ··- ---
and overflow of streams or bodies of water, whether wind driven or not. 
Also excluded ~re backing up of sewers andidrains and subsidence .. 
A Broad form may be written under Coverage Group A. It 
-. ·-- . -. -.. -- ·'.,;.. ,_ . ' - . . - . ..~ ' . 
extends the standard Group A form in several ways. 
First~ there is a Replacement Cost extension. There is arso 
an extension covering trees, shrubs., and plants~ It is for 5% of the 
dwelling amount ~d is subject to a limit of $250 per tree, shrub or 
plant. Falling objects,_ collapse, wind and hall are excluded. 
Specific c?vera~e also may be written on trees, shrubs,and 
plants under this broad form subject also to a specific limit of $250 
per tree, shrub, or plant. 
There is no extension covering trees, shrubs, and plants 
in the "standard" form and specific coverage under that form is 
subject to limit of $300- per tree, $25 per shrub and $5 per plant. 
Lawns are not insured under either form. 
Rental Value and Additional Living Expense are covered 
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under a lo% extension or may be specifically insured. There is no 
monthly limitation in either case. 
As under the standard £orm, sudden and accidental injury 
to electrical appliances, devices, fixtures, w.iring, except television 
picture tubes, resulting from electrical currents artificially generated 
is covered. 
Smoke damage coverage is not restricted to heating or cooking 
units. Instead, it includes any sudden and accidental damage from smoke 
other than agricultural smudging or industrial operations. It includes 
smoke from a fireplace, provided this is both sudden and accidental. 
Property re~oved to save it from damage by an insured peril 
applies for 30 days, and this includes coverage of property removed 
£or repair of damage caused by an insured peril. Further, the insured 
is permitted to make repairs, either temporary o~ permanent, to pro-
teet the property from further damage and is reimbursed for his expenses 
for such repairs. 
There- is also a Broad Form for contents only. This is used 
where coverages on buildings is written uilder the Special Form or when 
the Comprehensive Dwelling Policy is written for a tenant. 
This form differs from the Broad Coverage Group A form 
described a~ove, in that, it· applies only. to household _contents and 
personal property, and contains an Additional Living Expense exten-
sion for 20% of the Contents amount. There is a 10% extension of the 
contents amount applicable to improvements and betterments. The £orm 
does not include Glass Breakage coverage or coverage against loss by 
. . 
weight of snow, ice or sleet. Water Damage coverage does not include 
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·the cost of tearing out and replacing parts of the building. Specific 
amounts of coverage on improvements and betterments and on Additional 
Living Expense_ may be written. 
The all risk form applicable to buildings and Time Element 
items, plus named perils coverage of trees, shrubs, plants and lawns 
is known as the Special Coverage Group A form and is almost identical 
with the Dwelling Building (s) Special form written on fire policies. 
There is a lo% extension applicable to outbuildings and 
private structures on the premises, and these maybe written for 
specific amounts, if desired. There is a combination Rental Value 
and Additional Living Expense extension of 10%, not subject to monthly 
limitation, and. specific am?unts applicable to these perils may be 
insured also. Coverage is on a replacement cost basis just as ill 
the Dwelling Building(s) Special form. 
Trees, shrubs, and plants are covered up to 5% of the 
dwelling amount, with a limit of $250 per tree, shrub or plant .. 
This coverage is on a named peril basis. The perils are fire, 
lightning, smoke, explosion, riot, riot·attending a strike, civil 
commotion, aircraft, vehicles,_ but not those operated by an occupant 
of the premises, building collapse, vandalism and malicious mischief. 
Lawns are insured against the same perils as trees, shrubs and plants; 
but they are considered part of the building item and are not subject 
either to the percentage limitation ef the dwelling amount or the 
$250 limitation applicable to a tree, shrub or plant. 
The second Group covered under the Comprehensive Dwelling 
Policy, Coverage Group B, provides coverage very similar to the lOQ% 
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b~anket coverage under the Residence and Outside Theft policy. Specified 
articles may be covered as well. 
There are some differences between the Coverage Group B and the 
Residence and Outside Theft policy. There is no reduction in case of loss 
under the Comprehensive Dwelling policy. The Comprehensive Dwelling 
Policy Theft form covers theft of property from an unattended auto. This 
form states that mysterious disappearance, except of a pr~eious or semi-
pre·~ious stone from its setting ina watch or piece of jewelry, shall be 
presumed to be due to theft. 
There are special endorsements for increasing limits on money, 
securities, and U.S. Savings Stamps and for providing off permises Theft 
coverage on:osurgical, medical or dental instruments, apparatus, medicine, 
drugs, books, cases and kits. A special endorsement maybe used to provide 
Theft coverage at additional premises •* 
Coverage Group C is the Liability and Medical Payments section 
of the Comprehensive Dwelling Policy. It corresponds to the Comprehensive 
Personal Liability policy. It also includes protection against the 
insuredrs liability to buildings situated on the premises and to house· 
furnishings used by, rented to or in the care, custody or control of the 
insured caused by fire, e4Plosion, smoke or smudge. Smoke and smudge 
damage is limited to that cuased by sudden, unusual and faulty operation 
of a heating or cooking unit. 
Sinqe the definition of premises is extended in this form an 
insured is temporarily residing, provided they are not owned by him, 
this feature of coverage would apply to damage to a hotel or motel and 
its furnishings damaged through the insured 1 s careless smoking or other 
negligent act. Obviously the coverage would be of more importance 
when written for a tenant but it is of value to any insured who travels 
considerablw. 
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Coverage Gvoup D is an optional coverage under the Comprehensive 
Dwelling Policy and is a named perils floater covering personal property 
anywhere in the world away from the insured's premises. The form is excess 
over the Fire and Allied Lines and Theft coverages. It includes coverage 
on money, securities U.S. Savings Bonds and U.S. Savings Stamps, subject 
to limits of $l00 on money and $500 on securities, bonds, and savings 
· stamps. Boats and their equipment, motor vehicles., aircraft, and animals 
are excluded. 
The insured perils are Fire, Lightning, Extended! Coverage, 
Additional Extended Coverage and Sprinkler Leakage. Also covered are 
transit perils, such as theft of entire trunks or bags and accidents to 
a transporting conveyance. The form excludes property .at fairgrounds, 
expositions or exhibitions, property in storage except enroute during 
travel, and property pertaining to a business of an insured .. 
Coverage Group E is coverage for Scheduled Glass. Coverage 
is provided for breakage or damage by chemicals. ~ecovery is limited 
to the actual cash value of the glass at the time of loss, but for 
not more than the cost o~ repairing or replacing with other glass of 
the nearest obtainable kind and quality. The company retains the 
option of repairing or replacing the glass. 
Rules and rates in the Glass manual apply to this coverage. 
This form is intended to cover expensive glass such as expensive 
mirrors and table tops. It is not intended to co~er Residence Glass 
which is co~ered over $5o under Group ~ and may also be covered for 
the first $So under a Residence Glass Endorsement. 
There is a spe?ial SUJ::vey form which must be used in writing 
the c. D. Policy. The form is n.o_~_ a warranty. However, information 
from the form is·used in the declarations in the policy. These, if 
material misrepresentations, could affect the coverage. 
. ~ ~ . . . . . ' 
Use of this survey form should result in greater insurance 
to value. Discounts ar.e premitted. only if certain percentages of 
insurance to value are met, and desire for this discount should encourage 
• ' • • • '• • '· r • • .,- • •• • • ' • ' ~ ••• ~ • • • 
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~ssureds t? carry the !'~quired amounts_. Of course, one of the inadequacies 
of this form is that there is usually no check on the value of the property, 
and an honest error or intentional misstatement of value can result in a 
discount to an insured based on an inadequate valuation and amount of 
insurance. 
There is a clause ill the policy providing aut.orna.tic co~erage at 
newly acquired premises. The company must be notified of the change with-
in 10 days and any additional premiums paid. 
. .. . . 
The poli?y_a~~o incl~des a Liberalization Clause. This clause 
applies to all of the policy coverages. Under it , the insured automat-
- .. . . 
ically recei~es the benef~t of any changes made during the term of the 
policy or 45 days prior to inception date, provided the change would be 
available by endorsement or substitution of form and does not involve 
. •... . 
any extra premium. 
' . . . 
Loss provisions under the Comprehensive Dwelling Policy differ 
with the various coverage groups. 
Under Group A, fire and allied lines, provision is made for 
prorating the covexage with other fire insurance whether valid and 
collectible or whether or not the other Fire insurance includes pro-
taction against additional perils.. It also provides that the co~anyts; 
liability under the outbuilding and off-premises contents extension is 
to be determined as if all ether policies contained similar extensions 
. . 
and the insured elected to collect under them. 
. . 
The se?tion applicable to Theft coverage and the Named Perils 
Floater makes coverage under the ComprehenSive Dwelling Policy excess 
over other valid and collectible insurance. 
Comprehensive Personal L.iability, Medical Payments and 
Scheduled Glass coverages are pro=rated with other insurance on the 
basis of applicable limits of liability of each policy invelved. 
This policy is filed by the fire, cas11alty and inland marine 
bureaus, ~ho also file forms,. endorsements_, rules, and rating methods 
formerly under advice of Interbureau Insurance advisory Group • 
. ~ -· . 
Interbureau compiled and supervised the special manual for this policy. 
The manual con~ains gener~ rules, ~ta~e rate pages and lists of forms 
and endorsements fer use in each state. _There is considerable variation 
on points of coverage and underwriting rules in the different states 
and these additional rules and exceptions are set forth on the state 
rate pages of the ~nual~ 
Disco~ts a!e ~ro~ided und~r this policy provided certain 
coverages in c~rtain percentages to value are carried. 
To qualify for premium discount, that following requirements 
must be met, (1) Fire, Extended Coverage, and Additional Extended 
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Cpverage on the dwelling building in an amount of BO% of its estimated 
value for which a discount of 25% is allowed, (2) Fire, Extended 
Coverage and Additional Extended Coverage on household contents and 
personal property for Bo% of their estimated value for which a discount 
of 2.5% is. allowed, (3) Residence Theft Insurance for 20% of the value 
of household contents and personal property or $10,000 whichever is less 
for which a discount of 30% for Premises Theft is allowed and 10% for 
off Premises; (4) Comprehensive Personal Liability insurance with a 
limit of $10,000 per occurrence and Medical Payments coverage of at 
' . " 
least $2.50 per person for which a discount of 10% is allowed. As an 
option Premises Theft insurance may be written for $1,000 in which 
event a lo% discount applies to this coverage~ 
The poliqy can be written for coverage .only as regards Fire 
and Allied Lines coverage on the dwelling building or on household 
. . 
contents. Of course no discount applies. 
There is a minimum premium of $12.5 for the Comprehensive 
Policy written at a discount. For tenants, the minimum premium is 
$100. 
In later chapters further discussion of the Comprehensive 
Dwelling policy will be made· in comparison with other package 
coverages. 
Having treated the technical aspects of the Comprehensive 
Dwelling Policy, let us turn to the other package policy, the 
Homeowners policy of the Multiple Peril InsU!'ance Rating Organi~aation. 
In 1951, the Multiple Peril Insurance Rating Organization 
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formed to act as a rating and filing boqy for multiple peril insurance. 
It was stated that this rating organization was formed to provide 
leadership in the formative period if the industry was to avoid 
confusion and if new coverages were to be worked out in an orderly 
manner. It was further stated that it came into being in recognition 
of a new type of insurance that is neither fire, inland marine, nor 
casualty, but an entirely new type of coverage, multiple line.* 
This bureau developed a Manufacturers Output Policy and the 
Homeowners Policies. These policies combine several different lines 
of insurance-in one policy which is issued for an indivisible premium. 
These Homeowners Policies are multiple line contracts which cover on 
a named peril basis for a single premium, the normal hazards encountered 
by a person who ow.ns his own home and lives in it. 
Homeowners Policy A covers the.hazards of Fire and Lightning, 
Extended Coverage, Vandalism and Malicious Mischief, Theft on real and 
Personal Property, Comprehensive Personal Liability ~nd Medical Payments. 
Homeowners PolicyB covers all of the hazards covered under 
Policy A plus the hazards of Additional Extended Coverage. .A:n "All Risktt 
' 
endorsement applying to the dwelling and outbuildings may also be added. 
Homeowners Policy C covers all risk on dwelling, outbuildings 
and contents, and Comprehensive Personal Liability and Medical Payments. 
In addition to the filing of these Homeowners Policies by 
the Multiple Peril Insurance Rating Bureau the Transportation Insurance 
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Rating Bureau has filed the same Policies for a number of Mutual Companies 
*5, p. 17. 
-BQ ... 
More recently, the various fire rating bureaus, the Inland 
Marine Insurance Bureau and the National Bureau of Casualty Underwriters 
have been filing the Romel!nmers policies with the var.ious State Insurance 
Departments, so that members of these bureaus can write the Homeowners 
Policies without joining Multiple Peril Insurance Rating Organization 
or Transportation Insurance Rating Bureau. 
The Homeow.ners Policies of Multiple Peril Insurance Rating 
Organization are patterned after forms which were developed bJr the 
Insurance Company of North America which filed the first package type 
policies written at an indivisible premium. 
These policies incoporate lines formerly written as separate 
coverages into one package written at a single premium. They include 
fire and allied perils, theft, and Comprehensive Personal Liability 
and Medical Payments. They are written at a discount from the Bureau 
rates for the various coverages of approximately 20%. 
The Homeow.ners Policy is designed to provide broad insurance 
coverage at minimum cost. The savings factor of about 20% is passed 
on to the insured. This sa~ings results from several factors. First, 
there is a savings to the agent in several ways as follows: 
1. Savings in administrative cost:-
(a) - One policy to write instead of many. 
(b.) - No writing or attaching of countless endorsements and 
forms. 
(c) - Less chance of error, only one da~, one "30 day 
suspense,. one expiration notice to file and handle. 
2. Savings in bookkeeping operation:-
(a) - One bill to mail, one account to collect. 
(b) - One entry in accounting records. 
(c) - One account current entry-no continuous debit and credit 
entries resulting from increase and decrease endorsements. 
3. Simplified collection problems,- no need to dun the assured's 
for three or four premiums. 
4. One policy to review every three years. 
5. One discussion with assured concerning necessary changes for 
insurance values. 
6. One policy te deliver enasling the agent to see more assureds 
in person. 
7• Savings in administrative and clerical time. 
8. Increased time available for the production of other business 
and premiums. 
,As mentioned previously there, are three types of Homeowners Policies-
Homemmers Policy !, Homeowners Policy B, and Homeowners Policy c. 
Homeowners Policy A cov~rs for Fire, Extended Coverage #4, Theft, 
Comprehensive Personal Liability, and Medical Payments. It is generally 
intended for homes in the lower price brackets valued between $8,000 
and $12,000 and is intended. for homeowners who want fairly broad main 
peril protection in a single policy but who do not desire to insure or 
pay for the .Additional Extended Coverage perils. Homeowners Policy B 
covers the same .perils as policy A plus the perils of Additional 
Extended Coverage. This policy is intended for homeowners in the $12,000 
to $30,000 bracket who want and can afford to pay for the additional 
extended coverage feature. Homeowners Policy C is an all-risk policy 
with certain exclusions. It covers ail risks on physical property, 
dwelling, outbuildings, and contents, and Comprehensive Personal 
Liability and Medic8.1 Payments. Usually it will be sold to those in 
the $30,000 dwelling bracket and up. 
A Homeowners policy may be written only on an owner occupied 
one or two family dwelling occupied by the owner as his principal 
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residence. It must be used exclusively for residential purposes 
except that it may include incidental office occupanqy, and also 
may be occupied by not more than one add;itional family and two 
roomers or boarders.* 
,A policy is not to be issued to cover anr Insured other 
than an owner of the dwelling and his spouse. 
The policies cover under two sections, the first section 
covers the dwelling, outbuildings, household and personal property 
on an off the premises, and additional living expense. These a:_tems 
are covered for Fire, Theft Extended Coverage and .Additional Extended· 
Coverage under Policy B, and all risk with certain exclusions under 
Policy c. 
Section two under all policies covers Comprehensive Personal 
Liability and Medical Payments. 
Under all three Policies there is a fixed ratio between the 
dwelling amount and the amounts applying to outbuildings, contents, 
and additional living expense. 
Under policies .A, and B, the outbuilding amount is 10% of 
the dwelling amount, the contents amount is 40% of the dwelling 
amount, and 10.% of this contents amount or 1000 which ever is greater 
applies to household contents away from the premises. The amount 
applying to Additional Living Expense under policy .A is 10% of the 
dwelling amount while under Policies B. and C it is 20%. 
Under Policy C, the contents amount is 50% of the dwelling 
amount and this amount can be increased under all three policies. 
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Under section II, a minimum amount of $lO,OOO liability 
and $250.00 ·medical payments is provided under policies A. & B. 
Under policy c, the amount is $25000 liability and $500.00 medical 
payments. 
These coverages are mandatory and except for increases in 
contents coverage and increases in the Comprehensive Personal Liability 
coverage, thee, amounts of coverage are fixed" and eannot be varied .. 
The policy itself includes the wording of the standard fire 
policy, prov?-sions, definitions and exclusions applicable to this 
policy,and the wording of the-Comprehensive Personal Liability policy. 
Following the. declarations and insuring agreements and the 
standard fire policy wording comes definitions of the items covered 
under Section l, dwelling, private structures, household and personal 
_property on the premises, household and personal property away from 
the premises, and additional living expense. 
The definition of dwelling in the Home0vmers is very similiar 
to the definition :found in fire dwelling :forms. It is designated as 
"Coverage A11 in the policy. It includes building equip:mant and fixtures 
and outdoor equipment pertaining .to the service of the premises provided 
they belong to the owner of the dwelling and are located on the 
described premises. 
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Private structures "Coverage Btt must appertain to the described 
premises, be located on them and not be used for manufacturing, 
mercantile or farming 
Personal property on the premises ttGoverage cu includes 
property usual and incidental to the occupancy of the premises as a 
dwelling, belonging to the assured or for which he may be liable, or 
at his option belonging to a guest, a member of his family, or a 
residence employee. Excluded are animals, birds, aircraft, motor 
vehicles, trailers, and articles carried or held for sale, delivery 
after sale, or as a sample. 
There is a $500.00 limit on boats and their equipment, 
$100.00 on money, $500.00 on securities and manuscripts, and as to 
theft coverages, $1,000 on any single unset gem or article of jewelry 
or fur. 
Household and personal property away from the premises, 
ncoverage D11 , covers this property elsewhere than on the described 
premises on a world-wide basis Property pertaining to a trade, pro-
fession or occupation is not covered. 
ttcoverage E11 called "Additional Living Expensett is actually 
a combination of Additional Living Expense and Rental Value Coverages. 
Additional Living Expense covers for the necessary and reasonable 
increase in the expense of operating the insureds household caused by 
untentability of the dwelling or private structures following damage 
by an insured peril. Not more than 25% of the limit of liability is 
to be paid for any thirty day period. 
What constitutes Additional Living Expense? · What items can 
be considered as entering into this coverage? Routine fixed expenses 
are not included under Additional Living Expense since they do not 
constitute an increase over mormal. Such normal fixed expenses as 
food, utilities, services, transportation which do not contiriue during 
a period of untenantability should be deducted from any total of 
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expense as being usual and normal • 
.Also fixed payments such as mortgages payments, funds :for 
taxes, maintenance and the like are continuing and must be paid by 
the insured. They are not included as part ~:f Additional Living 
Expense nor are they Eledueted from any temporary expense of housing. 
An additional living expense loss must be carefully adfiusted 
with all factors regarding the insureds normal living expenses 
considered before determining the Additional expense involved. 
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The perils insured against under the Homeowners Policy include 
fire and lightning in accordance with standard .fire policy provisions 
including the common clause that loss from electrical injury or 
disturbance tE> electrical appliances, devices o:r wiring from artificial 
causes is excluded unless fire ensues with only the ensuing damage 
being covered. 
Windstorm and hail coverage follows very closely that of the 
Extended Coverage Endo,sement. Excluded are losses caused by :frost, 
cold weather, ice (other than hail) snowstorm., waves, tidal wave, high 
water or overflow, whether or not driven by wind, and loss to the 
interior of the building er the preperty covered in the building caused 
by water, rain, snow, sand or dust, whether driven by wind or not, 
unless the building covered or containing the property covered :first 
sustains actual damage to the roof or walls b;r the direct .force of wind 
or hail. 
As regards explesion, electrical arcing the bursting o:f water 
pipes, and water hammer are not «explosions.» 
The Riot and Civil Commotion Coverage under the Homeowners B 
policy includes loss £rom pillage and looting occurring £rom a riot 
or civil commotion. Riots arising out of strikes are covered. Also 
specifically covered is loss to household and personal property in 
the dwelling resulting from change of temperature as a result of 
physical damage to the dwelling or equipment in the dwelling caused 
by an insured peril, including riot and civ:LJ.. commotion. 
Smoke is covered just as in Extended Coverage. It must be 
due to sudden unusual, and £aulty operation o£ a heating or cooking. 
unit which :must be on the premises and connected to a chimney by a 
smoke pipe or vent. Smoke. from fireplaces is excluded as is smoke 
£rom industrial apparatus or other· o£f premises souree. 
Water Damage coverage is the same as that of Additional 
Extended Coverage mentioned previously. Thereis also the exclusion 
of £reezing accidents which occur while the buildings are vacant or 
unoccupied unless due diligence with respect to maintaining heat or 
draining the system has been observed. There is no water damage 
coverage if the building has been vacant beyond a period of thirty 
consecutive days immediately preceding the loss.* 
The Vandalism and Malicious Mischief cove!age differs £rom 
that o£ Additional Extended coverage i;w. that the $50.00 deductible 
does not apply to damage to the building intel''ihor or contents. 
Vandalism and Malicious Mischief damage to outdoor equipment is 
covered and apparently £ences, driveways, detached retaining walls, 
and bulkheads are covered, if such property qualifies as outdoor 
equipment pertaining to the service of the premises. 
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Provisions applicable to aircraft and vehicle damage, fall 
of trees, and damage by objects falling from weight of snow, ice or 
sleet follow the Additional Extended Coverage terms. 
Also the coverage of freezing of plumbing and heating systems 
follows the Additional Extended Coverage. 
The Theft Coverage under the Homeowners policies A. and B. is 
similar to the coverage afforded by the Broad Form Personal Theft Policy. 
Theft includes attampted theft, larceny, burglary and robbery. Damage 
by theft or attempted theft to the dwelling is covered. Also additional 
living expense or loss of rental value resulting from theft or attempted 
theft damage is covered. An important exclusion is that which excludes 
dwellings in the course of construction and building materials as to 
theft. 
The provision of the Broad Form Personal Theft policy what 
mysterious disappearance shall be presumed to be due to theft is not 
included in Homeowners policies A. and B. The insured under most 
Homeowners policies must establish that an article which disappears 
has been stolen. However in recent £orms, mysterious disappearance 
has been included. 
Another exclusion, as regards theft, is that pertaining to 
theft from an unattended automobile. There is no coverage for theft 
of any property left unattended in any private passenger motor vehicle 
on a public way or in a public garage, or public parking lot, unless 
the loss be the result of forcible entry (of which there must be 
visible evidence) into a fully enclosed body or compartment (not 
including a glove compartment), the doors and windows of which have 
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been locked. The requirement with regard to nunattended propertytt 
refers to ttpropertytt left unattended not flautomobilell left unattended. 
This means that when theft occurs to or from attended property,- in 
an automobile, it is covered. 
The Comprehensive Personal Liability section of the Homeowners 
policy is essentially the same as the Comprehensive Personal Liability 
policy. One mal} or difference is that in the Homeowners policy the 
insureds commom law or statutory liability for ihjury to' or destruction 
of residential premises or furnishings resulting from fire is covered. 
These policies include a replacement·cost provision as regards 
the dwelling and outbuildings. In order to collect on this basis, the 
insured must carry,at least 80% of the replacement cost of the dwelling. 
In addition, he must reconstruct on the same premises within a reason-
able time. 
Homeowners Policy I3 may be endorsed with an all risk form 
on dwelling, outbuildings and Time Element coverages. This endorsement, 
called the Special Building Endorsement is very similar .·to. the 
Dwelling Buildings Special Form discussed previously. 
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This endorsement contains a Wind and Hail deductible, applicable 
if local rules prescribe a deductible. It also includes another 
$50.00 deductible applicable to certain perils. This deductible may 
be eliminated by payment of an addit{onal premium. 
The other insurance clause of the Homeowners policies A. 
and B. is a very important one, because it specifically prohibits 
other insurance on the dwelling, except existing insurance for which 
•a credit is given. As to other property, the Other Insurance provision 
o:f the standard Fire policy applies so that the insured may purchase 
other insurance on furniture and outbuilding if he so desires. 
Except as regards The:ft losses, the policy prorates a loss 
with all other Fire insurance covering the property. As regards The:ft 
insurance it is excess over other valid and collectible insurance 
. available to the insured. 
The most recent develep.Iilent.ill Homeowners coverages is the 
Homeowners 0 policy. This is an all risk coverage on the dwelling, 
private structures, personal property onandof:f the premises, 
' .. -
additional living expense and rental value, plus Comprehensive Personal 
Liability and Medical Payments insurance. 
There are fixed limits of liability applicable as in Policies 
A & B, but there are provisions for alteration of some of these limits. 
Under the Homeowners C policy, the furniture amount is 50% 
of the dwelling amount instead of 40% as in Policies A & B. 
Also the basic Comprehensive Personal Liability amount is 
$25,000 per occurrence and the basic }Iedical Payments limit is $500 
per person .. 
The amount on personal property may be increased as may the 
Comprehensive Personal Liability and Medical Payments limits. 
The principal feature which distinguishes the Homeowners C 
policy from Homeowners B with the Special Building Endorsement is that 
Coverage on personal property is also written on an all risk basis 
under policy C. The definition of ~'personal propertytt differs from 
that of Policy A & B, in that it applies to all personal property 
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.wherever located. 
Personal property ordinarily sit~ated throughout the year at 
other residences of the insured is covered up to lo% of the limit of 
coverage on personal property. There are various limits such as $100 
- . 
on money, $5oo on gems, watches, jewelry, and furs as to certain perils, 
and $500 Ori securities, notes, accotrrlts, bills, etc., 
There are two deductible clauses in the policr,r, one applicable 
to buildings as to wind and hail, the other to buildings and personal 
property for certain perils. This latter deductiQle maybe eliminated 
by payment of an additional premium. 
The windst.orm and hail deductible clause follows the rules 
of the fire rating bureau in th~ state •. If the deductible is com-
pulsory, it ~st be so ~ ~he Ho~eow.ners policies. If it is optional, 
it is optional in t~e_Homeowner~. 
Di ·the homeowners C policy, the deductible does not apply 
when the loss~ including the amount of the' deductible, exceeds $500· 
Thus in the C policy it becomes a franchise clause rather than a 
deductible~ · 
The de.du.ctible clause applying to other perils is also a 
franchise clause since it does not apply when the loss, including 
the amount of the deductible, exceeds $5oo. The deduetible does n~t 
apply to loss by fire, lightning, smoke, explosion, riot, riot attend.., 
ing a strike, civil commotion, aircraft, falling objects, vehicles, 
vandalism and malicious mischief, burglary or holdup, landslide, 
·- - . -
collapse ofbuildings, sudden or accidental tearing asunder, cracking, 
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,burning or bulging of steam or hot water heating systems except 
appliances for heating water .for domestic eonsumption. 
This deductible may be eliminated by payment o.f a sizable 
additional premium. It does not eliminate the deductible as regards 
breakage o:f eye glasses, glassware, statuary, marbles, bric-a-brac, 
por?~~ains anci similar·_ .fragile articles (other than jewelry, watches, 
bronzes, cameras, and photographic lenses) nor as to marring or 
scratching of any property. This deductible does not apply if the 
loss exceeds $5oo. 
The personal property covered is all. that owned, worn or 
-·-···· .. . . . 
used by the named insured and members o:f his .family on a world-wide 
.. . . -
basis. The insured may, at his option, include prqperty o.f guests 
and anyone else while on his premises. 
The definition of personal property excludes vehicles 
licensed for road use, aircraft, animals, birds, and property per-
. . . . . - . 
taining to a business or occupation o:f the owner. Professional 
books, instruments and other profess~onal equipment are covered 
while in any residence of the insured. If there is a permitted office 
occupanc;y- by the insured in th~ dwelling, professional ?ffice equip-
ment, supplies, and :furnishings are covered anywhere on the premises 
. . 
where the principal dwelling is located, but personal property per-
taining to a trade, profession or occupation is excluded elsewhere 
.. . .. 
than on the premises. 
For example, let us take the case of a Homeowners C policy 
- .. . - - -. 
written to cover the home. of a doctor who maintains an office in the 
dwelling. The office -occupan<;:y can be covered by an endorsement 
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.It Incidental Office Occupancy." With this endorsement attached, the 
doctor's equipment is covered in the office or anywhere on tb.e premises. 
However, when he carries his equipment such as instruments and medicine 
with him to visit patients, there is no coverage off premises on these 
professional items. 
Under the Additional Living Expense and Rental Value coverages 
of the Homeowners C policy, there is no monthly limitation. Also there 
is coverage of two weeks duration if access to the dwelling is prohibited 
by order of civil authority if the order arises oat of damage to neighbor-
ing premises by an insured peril. 
The coverage on personal property under the C policy is similar 
to that under a Personal Property Floater. There are a number of ex-
elusions to personal property similar to those found in the Personal 
Property Floater. 
They are as follows: 
1. Dampness of at~osphere or extremes of temperature; moths, 
vermin, and inherent ~ice; damage resulting from refinishing, renovating, 
or repair work. 
This exclusion does not apply to d~g~ by dampness of 
at~ospher~·or extremes of temperature resulting directly from rain, 
snow, sleet, hail or bursting of pipes or apparatus. Also it does 
not apply to repair, refinishing or renovating of watches, jewelry, 
and furs. Further the exclusion does not apply to loss caused by 
fire, lightning, smoke, wind~ail, eiplosion, aircraft, riot, civil 
commotion, collapse of building, earthquake, flood, theft, attempted 
,theft, vandalism,_malicious mischief, falling objects, landslide, and 
rupture of hot water heating systems. 
2. ·Insects, including termites, wear and tear; deterioration; 
smog; smoke from agricultural smudging or industrial operations, rust, 
wet or dry rot; mold, mechanical breakdown, settling, cracking, shrinkage 
or expansion of pavements, foundations, walls, floers or ceilings .. 
· 3. Loss by theft in or to a dwelling 1.n the course of con-
. . 
struction or of lunber and materials for such construction. 
4. Contamination, war risk,_ atomic fission. 
F'urther consideration of the· provisions. of the Homeowners 
policies will be discussed later in comparison and analysis of the 
policy with other package forms. 
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. Chapter VIII 
Comparison of Forms 
With the multiplicity of forms designed to broaden the protection 
available to the average homeowner, questions arise in the minds of company 
officials, agents, and assureds •. 
. . ·····- .... 
The company officials ask "Which forms should we write, what are 
the underwriting problems involved, and are the rates for the coverages 
adequate?" 
The agents ask llWb.ich forms are best for my type of clientele, 
which will sell best, and how much need I know to sell these forms?n 
The assured faced with all these various types of coverages 
asks "What is it all about, what do these forms do, and which form can 
I put on for what I feel I can pay for insurance?" 
In comparing the various forms, we shall compare them from 
the standpoint of the coverages provided by the forms and then from 
the standpoint of the company, the agent, and the insurance buyer. 
The great majority of homeowners n~w ~arry fire and extended 
coverage on their dwelling. It is when the insurance buyer wishes to 
broaden his coverage that he runs into the problems as to which perils 
to cover and which coverage to buy to cover these perils. 
In my opinion, up to now, too much emphasis has been placed 
on what the company or agent feels an insured should buy without the 
assured giving the matter consideration and deter:mining what the 
hazards are to which he is exposed and which of these hazards he 
·Wishes to pay for and to protect against. Of course the agent can assist 
him in determining which perilp" he is subject to and by informing him 
of the coverage available to protect against these perils. 
The insured who is on a limited insurance budget or who wishes 
·to purchase only a minimum of protection beyond the fire and extended 
.. -·- .. . -
coverage will be interested in the Additional Extended Coverage Endorse-
-- . . ' - . ~-- -- ... 
ment or the Broad Form. 
The Ad.ditional Extended_ Coverage Endorsement as mentioned 
previously,_ i?_a _name~ pe:~~ endorsement. It covers the major perils 
to which the average homeo~er is exposed. 
The coverages prov~d~d under this form have been discussed 
in detail in a previous chapter, so will not be detailed again. The 
coverages under this form are clearly set forth and the exclusions and 
limitations are definitely stated. 
The insured and the company know which perils are covered 
and which are excluded, whereas in an all risk form nume:ttous losses 
may be covered that the insured cannot foresee and for which he may 
not wish to pay for coverage. Also the company can underwrite the 
form more easily since the perils covered are clear. 
In the event of loss under su_ch a named perils form the 
burden o.f proo.f is on the assured to prove that the loss is covered. 
This is much more desirable to the cornpany than the all risk forms 
where it is up to the company to show that the loss is not covered 
because of the exclusions. 
The question of rate adequacy has not been proven as yet. 
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~he rate,usually $.o4, seems more than reasonable for the coverage pro-
. . . . 
vided. ~ether it proves adequate will depend on the experience over 
the next few years. 
Regarding rate adequacy, it appears that in the case of most 
of these new package forms and policies, rates are promulgated at low 
level for the hazards involved. This is probably due to the desire to 
build up a ~ket and to overcome'initial sales resistance. The 
originators of the forms apparently £eel that it is most important to 
~irst develop ~ market and thus experience, and then, if necessary, 
adjust rates to an adequate level • 
. . ~rom the a~ent.•s standpoin~, the Additional Extended Coverage 
~:r:t~o:~.e_IIle~t is e~sy to understand, easy to explain to assureds, very 
:reasonable, and pr()Vides good b~sic coverage ~gains~. most major perils 
for the assured who is budget minded. 
In view of the more recent broader coverages available; . 
however, the agent might well explain to the assured that this coverage, 
while reasonable, and covering the major perils, is the least broad of 
the several new forms available so that .. an assured will not be able to 
say after a loss rrwhy didn't you tell me these other forms were 
available?n 
From the assured's standpoint, the Additional Extended 
Coverage, for a very nominal cost, provides a good basic coverage 
against the p~incip~l hazards, (other than fire and extended coverage) 
to which the homeowner is exposed. It is perhaps a somewhat better 
~uy for the person who has a steam or hot water heating system, rather 
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than the person who heats with warm air, since much of the coverage 
provided is against leakage, freezing or cracking, tearing asunder, 
etc, of a hot water or steam heating system. 
The form might also receive more popularity in Northern 
states sinbe the heating, objects falling from weight of ice, snow, 
or sleet, and freezing of p~umbing, heating, and air conditioning 
systems would not be encountered in a warm climate. 
Prior to the advent of the Broad Form and the Dwelling 
Buildings Special Form, the Additional Extended Coverage Endorsement 
enjoyed a moderate popularity and a fair volume of the coverage sold. 
There is discussion at present with regard to withdrawing this form 
since the Dwelling Buildings and Contents Broad Form provides prac-
tically the same coverage. 
However, this form does give the insured a somewhat·broader 
coverage in several respects for the additional $.02 which he pays 
for this form over the Additional Extended Coverage. 
The exclusion of backing up of sewers and drains found in 
the Additional Extended Coverage Form is not present in the Broad 
form. The earthquake, flood, and high water exclusion in the .Additional 
Extended Coverage Endorsement applicable to all perils is applicable 
only to certain perils in the Broad Form. These are : - (1) cracking, 
burning, etc. of steam and hot water heating systems, and domestic 
water heaters; (2) falling objects, (3) collapse, (4) landslide, (5) 
discharge of plunibing and heating systems and appliances, and (6) 
glass breakage. 
The falling objects provisions has been broadened to include 
~97-
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fall:ing of a:ny objects and is not limited to fall of trees as in the 
Additional Extended Coverage. 
Coverage from weight of ice, snow or sleet has been broadened 
to include not only damage from objects falling from such weight but any 
resulting physical injurr• 
Also landslide coverage is not subject to the exclusion of 
subsidence. An additional coverage has been added in the form of damage 
to electrical appliances fixtures, and wiring resulting from electrical 
currents artifically generated.* 
From a company underwriting standpo:int the Broad Form with its 
additional .02 rate over ~be Additional Extended Coverage and its 
increased coverages poses about the same situation underwriting wise as 
does the Additional Extended Coverage. Being a named peril form, it is 
somewhat easier to underwrite than the all risk forms. 
Companies writing these -eoverages have resorted more and mor'e 
to use of physical inspections of the dwellings, particularly older 
dwellings or those in less desirable sections of cities. 
From the agents standpoint this form gives an assured a 
broader coverage at little additional cost over the Additional Extended 
Coverage. It is an easy form to understand and explain and has been 
sold to·a great extent since it inception. The assured gets·a fairly 
broad coverage at a reasonable cost, and where cost is a consideration, 
the Broad Form will cover at moderate cost the major exposures. 
Let us now consider the all risk forms. One of the first, 
if not the first, package type form was the Comprehensive Dwelling 
*4, P• RC-7 • 
Endorsement of the Transportation Insurance Rating Bureau. This 
also was the first !tall riskll endorsement in the dwelling insurance 
field and was the forerunner of the Dwelling Building(s) Special 
Form. 
It covers all physical loss with a few exceptions such as 
wear and tear; insects, termites, vermin, gradual deteriboration, .flood, 
wave wash, trees, shrubs, plants and lawns. The form does not exclude 
earthquake or surface waters so these are covered. This coverage·o.f 
earthquake and surface water is unique since these perils are excluded 
in the other package forms. 
TQis endorsement was prepared and promulgated by the mutual 
inland marine rating bureau, the Transportation. Insurance Rating Bureau. 
It was developed to compete with the Additional Extended Coverage 
Endorsement which had .been promulgated by the stock company groups·* 
The form, while a good one, never was sold in any great 
volume. This may have been due in part to the fact t1~~~'i,\. 
new type of coverage .for dwellings never bef'ore sold.~~-- wag! a,J;~.b iJ&.~· ·. 
_~ ~f -~::·c s·_ -7_~ 
in part to the apathy of agents and the unwillingne~f colf~~s tcf:~ 
push the form. •. ~'& !;'6 A~, ' 
From an assureds standpoint it is an excellent ~~~~-'l;~:l/ 
'>-..Z~~ ~, ~~ --~--/ 
covers all physical loss including earthquake and surface w~er-~ · 
There are some few agents in certain parts of the country 
who more recently have been selling this form since they feel that it 
provides a broader coverage than the Dwelling Buildings Special Form 
including as it does, earthquake and surface water. 
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A few of the companies at first promoted this form but 
most of them were adverse to promoting its {iale since at the time 
it was introduced it was an enti~ely new and radical departure from 
previous coverages.. Most companies were afraid that an all physical 
loss form at a .10 cent r~te would lead to a disastrous loss ratio and 
experience. This lack oi' volume in the sale of this form has recently 
resulted in its-withdrawal by the Transportation Insurance Rating Bureau. 
Several years after the introduction of this first all physical 
loss form, the Inter-Regional InSurance Conference developed and brought 
out the then so called "Ail Physical toss" form. This form was adopted 
by the rating organizations of most territories between June and 
Deceniber of 1954. In :Q§Ceniber · of 1954, the title was changed to Dwelling 
Building(s) Special form and several changes in the form itself were 
made.* 
Unlike the Comprehensive Dwelling Endorsement this form gained 
almost immediate and widespread popularity and has been sold in volume 
since its introduction. This form as its original name implies is an 
all physical loss form and insures against all risks of physical loss 
with some exceptions. 
These exceptions are the usual exclusions applying to termites 
and other insects, wear and tear, deterfu~ration, smog, wet or dry rot, 
mould, mechanical breakdown, settling, cracking, shrinkage or expansion 
of pavements, etc •. 
The form excludes also surface waters, flood waters, waves, 
tide, tidal wave, high water, overflow of streams or bodies of water, 
or spray therefrom, all whether driven by wind or not. 
This exclusion as mentioned previously, is bound to cause 
great controversey as to the definition of surface water, and already 
cases have arisen where there is a question as to whether or not the 
loss is covered. 
Various definitions have been given_, but still no clearcut 
one, as to exactly when water becomes surface water, and when it ceases 
to be surface water. Discussion of this matter with loss managers of 
various. companies produces differing opinions, and it will ultimately 
be decided by the courts as will so many other controversial questions 
of coverage under these forms. 
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This form may be written on dwellings up to four families and 
provides extension of coverage to outbuildings, trees and shrubs, rental 
value, and additional living expense. at a nominal additional cost of 
.09 per $100.00 of coverage, it provides a most comprehensive coverage 
on a private dwelling. 
From the companies standpoint it has provided an answer to 
the package policy in that it allows an all physical cover on a fire 
policy and with attachment of casualty endorsements gives much the same 
coverage as a package pol~cy. For the company that does not write the 
package policy or hesitates at the lower rate allowed under the package 
policies, this provides an answer. 
Agents have found this form easy to sell. It can be added by 
endorsement to existing policies with moderate additional premium. It 
does not change the traditional concept of a fire policy and separate 
casualty policies. It is easier to explain to assureds than the package 
policies. An agent who has sold his customer a fire policy with 
the Dwelling Building(s) Special Form, a Comprehensive Personal 
Liability Endorsement, and a Broad Form Theft Endorsement attached 
feels that he has closed to some extent the competition of rival 
agents selling the package policy. 
For ·the assured who wishes only insurance in amounts up 
to his actual needs, this combination fits his requirements. He is 
buying this form in some volume, indicating his interest in protection 
at moderate cost. 
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The two package policies, the Homeowners, and the Comprehensive 
Dwelling Policy, the two new package policies in the multiple line field 
adopt two entirely different concepts in combining coverages in one policy. 
The HomeoWners policy introduces an entirely new concept in 
the insurance field. · This is the ihdivisible premium which covers all 
perils included in the policy. Also amounts of coverage are fixed 
amounts based on the dwelling amount. 
The Comprehensive Dwelling Policy, on the other hand, adopts 
an entirely different approach in the scheduled item, indivisible 
premium form of policy. Amounts under this policy may be varied allowing 
for much more flexibility than under the Homeowners policy. 
The Homeowners policy attains variations in coverage by use 
of three separate policies, Homeowners A, Homeowners B, and Homeowners c. 
Homeowners Policy A covers Fire,Extended Coverage, Vandalism , 
Malicious Mischief, Theft and Comprehensive Personal Liability, Homeowners 
B covers all of the above plus Additional Extended Coverage. Homeowners 
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C covers all risk of physical loss plus Comprehensive Personal 
Liability.* 
The Comprehensive Dwelling policy attains variation by use 
of different forms attached to the basic policy, Standard Fire Form, 
Broad Form and Dwellings Buildings Special Form. The Personal Property 
Supplemental Contract can be attached to provide allrisk coverage on 
contents. 
The Homeowners Policy A. and B. provides an amount equal to 
40% of the dwelligg amount to cover on furniture. This percentage can 
be increased. Under the C policy, the minimum amount is 50% of the 
dwelling item and under the C policy, this may be increased. 
Some have felt that this amount on furniture .is out of line, 
but in the majority of cases an inventory of furniture will disclose 
value equal to or closely approximating these percentages. By making 
this amount on furniture a fiXed 40% or 50% of the dwelling amount, 
insurance to value has been ebtained under the Homeowners Policy. This 
has in part enabled the drafters of the form to provide the coverage 
at a lower rate. 
In the Comprehensive Dwelling Policy, no such requirements 
exist and any amount may be written on dwelling and on furniture. Of 
course, to be eligible for premium modification; 80% or more to value 
of the dwelling and the furniture must be carried.** 
However in many cases the value of the dwelling and the contents 
is underestimated, sometime unintentionally , and other times, intentionally. 
*13, P• l.. 
**14, P• 4. 
This results in underinsurance of both dwelling and contents, and 
since the premium discount of 25% is based partly on the premise 
that insurance to at. least 80% of value is being obtained, there is 
adverse selection against the company. 
The Comprehensive Dwelling policy is more appropriate where 
there is an unusual percentage relationship between the dwelling value 
and the furniture value. Also in some areas, the Homeowners premiums 
do not offer the savings to be found under the Comprehensive Dwelling 
Policy. In these territories, for example the Boston area where ·the 
Homeowners Rates when first promulgated were out of line, the Comp-
rehensive Dwelling Policy has been sold by some agents. 
Under the Homeowners Policy, the assured has theft coverage· 
up to the total amount of coverage on the dwelling and on the furniture. 
To many assureds who have not carried theft insurance or have carried 
it in only small amounts, this amount of theft coverage seems too high, 
and for this reason also the Comprehensive Dwelling Policy has been used. 
The Homeowners policies are intended only for one or two 
family dwellings owner occupied, with not more than two boarders or 
roomers. The policy can only be issued in the name of the owner of the 
dwelling and spouse except that an additional insured who is not an 
· occupant may be covered for his interest in the dwelling and liability 
arising out of the premises only. The residence must be a principal 
residence, not seasonal, and must be used exclusively for residential 
purposes, except that indidental office occupancies are permitted. 
The ComprehensiV-e DWelling Policy may be written for the 
owner occupant of a dwelling used for private residence purposes with 
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not more than four families and not more than two boarders or 
lodgers per family (rtot exceeding five in total). It may also be 
written for a tenant occupying any private living quarters. Incidental 
office,9~siness or professional occupancies are permitted •. A non-
occupant may be insured fnr his interest in the dwelling and liability 
arising out o£ the premises. Also seasonal property may oe insUred in 
some states. 
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Thus we see that the Comprehensive DWelling Policy may be 
written on a broader class of risk than the Homeowners·which is limited 
to one and two family year round residences. The Comprehensive Dwelling 
Policy may also be written on three and four family houses, seasonal 
dwellings, and for tenants. 
The coverages under the two policies differ to some extent 
and the general format of the coverages differ greatly. 
The Homeowners Policies are set up_in two sections. Section· 
I covers the dwelling and private structure appertaining thereto, house-
hold and personal property on and off the premises and additional living 
expense. These items are insured against physical perils and theft. 
Section II of· the policy cover· Comprehensive Personal Liability and 
Mecical Payments. 
The Comprehen:sive Dwelling Policy is divided into five separate 
coverage groups. The first Group, Coverage Group A, covers fire and 
allied perils to dwelling, outbuildings and contents. There are optional 
coverages available on Additional Living expense, Rental Value, and 
Trees, ShrUbs and Plants. Coverage Group B covers Residence Theft, both 
on and off premises and insurance on specific articles may also be 
included. Coverage Group C is the Comprehensive Personal Liability 
section and covers also Medical Payments. The fourth coverage gro~, 
Coverage Group D. covers personal property off the premises anywhere 
in the world. It is intended for a person who travels extensively 
and carries a sizable value of personal property with him. This is a 
named perils Floater covering personal property anywhere in· the world 
away from the insureds' premises. The form is excess over the Fire 
and Allied Lines and Theft coverages of the policy. It includes 
coverage on money, securities, u.s. saving~ bonds and u.s. savings 
stamps, subject to limits of $100.00 on money and $500.00 on securities, 
bonds and savings stamps. Boats and their equipment, as well as motor 
vehicles and aircraft, are excluded, as are animals. 
The perils insured against are those of Fire, Extended C~verage 
and Additional Extended Coverage perils, plus sprinkler leakage. Also 
covered are _transit perils such as accident to a transporting conveyance, 
theft of entire trunks, traveling bags or other shipping packages, and 
general average and salvage charges for· which the insured may be liable. 
The coverage of theft of trunks and bags is .limited to those which are 
under a bill of lading, check or receipt of a common or. public carrier 
for hire. 
Excluded under this form is property at fairgrounds or 
exhibitions, property in storage, except while enroute during travel, 
business property, and ship;ments by mail. 
In effect this ~s an Inland Marine Travel Floater and provides 
a valuable coverage for an individual who travels a great deal. It has 
not been sold in as many cases as it should and an alert agent can 
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ascertain many instances where an insured under a Comprehensive 
. Dwelling Policy could make good use of the Coverage Group D. 
Policy Coverage Group E .covers scheduled glass items which 
do not otherwise come within the glass break?-ge provisions of Coverage 
Group A. This would include such items as expensmve·mirrors and table 
tops. 
Under the Homeowners policy all coverages must be taken. 
Under the Comprehensive Dwelling Policy any comb~ation of coverages 
may be written provided insurance is written first on either dwelling 
or contents. However in order to obtain a discount on·the premiums 
charged, certain coverages must be written. 
These are on the' dwelling, contents, th~ft on the premises, 
and Comprehensive Personal Liability. For a tenant, coverage must be 
written on the contents, theft on the premises and Comprehensive 
.Personal Liability. 
Under the Homeowners policy a basic premium is charged for 
the entire coverage. This premium allows approximately a 20% discount 
from the premiums, which would be charged if the coverage were purchased 
in separate policies. 
Under the CompreheD;sive Dwellir:i.g Policy, separate premiums 
are charged for each coverage Group. These premiums are based on the 
rates for the individual coverages as promulgated by the separate 
bureaus having jurisdiction over the coverage. If the risk does not 
qualify for discount the premiums must be figured from the various 
manuals, the fire manual, casualty manuals, and inland marine manual. 
If a discount applies, rates are shown in the Comprehensive Dwelling 
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Poliqy premiums per $1000 worth of coverage. Needless to say, the 
Homeowners premium is much simpler to figure than the premium for 
the Comprehensive Dwelling Policy. 
There is no requirement' of insurance to value under the 
Homeowners P~licybut a minimum amount of $8000 is required under 
policies A· and B. and $15,000 under c. 
The Comprehensive Dwelling Policy requires certain amounts 
of insurance to be aarried in order that the policy qualify for a 
discount. These requirements are as follows:- 80% insurance to ·value 
must be carried on the dwelling and contents; under on premises theft 
insurance in an amo1.1nt not less than. 20% to value of contents must be 
carried for discount .under Option l, under Option 2 an amount not less 
than $1_,000 must be written; under the Comprehensive Personal Liability 
the minimum amount is of course $lO_,OOO.Comprehensive Personal Liability 
and $250 medical payments. 
When these requirements are met the following discounts apply: 
Fire and Allied.Perils coverage 
Theft on Premises ~ Option l 
Option 2 
Off Premises 
-- 25% 
-- 30% 
-- 10% 
__ ,:; ~,r,:d 
~~-~~/0 
Specified Articles -- 10% 
Comprehensive Personal Liabilit;r-- 10%* 
The Comprehensive Dwelling Policy develops information 
regarding values by use of a Survey Form which must be filled out and 
attached to the company's copy of the policy. There is no such form 
required for the Homeowners policy. 
There are differences between the two policies as regards 
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limits of liability on the items covered as shown in the following 
table:-
Private Structures 
Household and Personal 
Property on the Premises 
Household and Personal 
Property off the 
Premises 
Additional Living 
Expense and Rental 
Value in rented 
Portions 
Homeowners 
10% of amt. on 
dwelling 
"(this is addl. 
insurance) 
40% of amount on 
dwelling 
Comp. Dwelling Policy 
10% of amount on 
dwelling 
(this is not additional 
insurance) 
optional amount 
(must be 80% to content 
value to obtain discount) 
10% of amount 10% of amount on household 
covering on household ·and personal prep. on the 
and personal prop. on premises. 
the prenuses (min. of (this is not additional 
1000-this is addl. ins.) insurance) 
20% of the amount on 
the dwelling 
(this is addl. ins.) 
10% of the amount on 
dwelling 
(this is not addl. ins.) 
10% of amt. on dwelling 
(this is not addl. ins.) 
The Homeo~mers policy is written for a term of three years 
although one or two states allow both a three and a five year term. The 
Comprehensive Dwelling policy may be written for terms of one or three 
years, the latter being the term usually used. 
The Homeowners policy does not permit·other insurance on the 
dwelling except (l) existing insurance for which credit is given in the 
policy or insurance against perils not covered by the policy. Other 
insurance on outbuildings, personal property, additional living expense 
or rental value is permitted. 
Under the Comprehensive Dwelling Policy other insurance covering 
against a loss covered by the Compre~ensive Dwelling P~licy is permitted, 
subject to the nother Insurance" clause of .the policy. 
Credit may be granted for existipg insurance under both policies. 
.under the Homeowners policy, in most states, credit for specific 
insurance is 80% of the. unearned premium on such insurance calculated 
. . 
pro rata_ of the premium paid for such specific insurance to expiration 
of the Homeowners pE>licy or expiration of such specific insurance, 
. . . 
whichever occurs first. 
Under the Comprehensive Dwelling Policy, and in a few states 
under the Homeowners Policy,. credit is allowed based on the rate in 
effect at the tfume the. Comprehensive Dwelling Policy or Homeowners 
policy is ~itten. 
This latter gives the assured the benefit of a credit based 
on a higher existing rate than he paid when his specific policy was 
~itten. This was done to allow assureds to take out Homeowners or· 
Comprehensive Dwelling Policies and not lose out because of the higher 
Extended Coverage rates which have gone into effect in some states in 
. . . 
the last few years. 
Of course, under both policies existing specific policies 
maybe cancelled short rate. ·In actual practice many companies are 
allowing a pro-rata cahcellation of their own specific policies if 
a Comprehensive Dwelling Policy or Homeowners Policy is written in 
their company. 
Policies may be ~itten with a prepaid premium or under 
the installment premium plan~. The Homeowners policy provides that 
the three year premium be divided in thirds, and 10% of the first 
third be added to the first payment as· an installment charge. 
The Comprehensive Dwelling Policy provides a premium payment plan 
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,which re~u~es payment o£ a £uil annual premium the £irst year, and 88% 
o£ an annual premium £or the next two years. 
=Ul-
Under the Comprehensive Dwelling Policy there is provision 
£or covering a secondary location under the policy with modi£ication o£ 
rates. The Homeowners policy has no provision £or covering seasonal 
dwellings • 
The Comprehensive Dwelling Policy includes £ire legal liability 
in its basic liability coverage whereas the Homeowners Policy does not. 
To the Comprehensive Dwelling Policy may be added Demolitiqn 
and increased cost o£ Construction whereas no provision is made £or 
these coverages under the Homeowners Policy. 
From this comparison o£ the two £orms, we can see that while 
the two types o£ policies dif£er in their £ormat and method o£ providing 
coverage, essentially the same coverage may be obtained under either 
- " 
policy. 
Chapter IX 
Advantages and Disadvantages 
of Each Form 
What are the advantages and disadvantages of each of these 
various new package type policies to assureds, agents and to companies? 
We might first consider the evolution of these new forms, how they 
originated, why they were developed, and the insuring publics reaction 
to them up to now. 
For many years, since its inception, insurance has been 
broken do,nl into clearly defined lines, fire, casualty, inland mar~e, 
and life. There was little if any, intermingling or crossing over 
from one line to another. The insuring public had become used to 
this traditional breakdown and did not question it or demand any 
changes in this concept. 
Agents also, for the most part, accepted this traditional 
breakdown, and there was very little if any attempt on the part of 
the agents to introduce any change into the insurance picture. 
Companies also were bound by traditional c.oncepts and there 
was no change in the fire policy covering dwellmg and contents for 
many years. With the introduction of the extended coverage endorsement 
the first broadening of the fire policy, as far as coverages were 
concerned, took plac·e. 
Still the homeowner purchased several contracts to completely 
cover his exposure. He purchased a fire and extended coverage policy, 
a liability policy, a theft policy, a personal property floater, and 
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paid separate premiums for each of these coverages, 
In the last ten years, however, strong pressures entered into 
the insurance business. New ideas were introduced by cer·tain men of 
progressive mind who did not feel that the industry must be bound by 
fixed concepts of division of coverage.* 
In the mutual fields, the Transportation Insurance RatP1g 
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Bureau introduced the Comprehensive Dwelling Endorsement. This was closely 
followed by the Additional Extended Coverage form of the Stock Companies. 
These led to the first real package policy, the Homeowners 
policy of the Multiple Peril Insurance Rating Organization. Finally, the 
Comprehensive Dwelling Policy and the Broad and All Physical Loss forms 
completed the roster • 
. One thing stands out in the introduction of these new forms. 
That is the small part played in the development of these forms by the 
insuring public, the agents and brokers, and most of the companies. 
These new forms have been introduced and developed mainly by a few ot 
the larger stock companies either on their own or by a bureau composed 
of these large stock organizations. 
Consequently, the forms have not developed as a result of the 
desires of the insuring home owner for a particular group of coverages; 
but have been developed, presented to him, and he has been told, "Here 
is what we offer you, take your pick." 
Whether this is good or bad is not the point. This is the 
way the forms have developed. Our concern· iE, this chapter is whether 
or not these forms are adequate and what the advantages and disadvantages 
of each form are to the company, the agent, and the insured. 
When the ~ultiple line forms were first introduced, many 
companies regarded them with skepticism and were wary o~ writing these 
new coverages. There was uncertainty as to just what was covered und~ 
these new forms, terms were not defined, some were open to various 
interpretations.* 
Further, rates used were entirely judgment rates since there 
was no experience on which to base the rates. There was considerable 
doubt on the part of many companies as to whether these rates were 
adequate for the coverage given. Consequently some of the earlier forms 
such as the Comprehensive Dwelling Endorsement, which actually was a 
good form and should have sold, never really took hold. 
Gradually, however, as more and more companies publicized 
these new forms and actively promoted them to agents, they~egan to be 
sold, and as they did, more and more companies decided they must also 
sell the forms in order to compete. 
There were many new problems involved in writing these forms, 
many disadvantages from a company standpoint and many advantages. 
Writing of these new forms involved an entirely new outlook 
on the business on the part of many old line fire or casualty companies. 
Now they were getting into multiple line underwriting with all its new 
and varied problemsy Fire underwriters had to be taught casualty 
principles and vice versa. Although this at first seemed a disadvantage, 
it may in the long run prove a distinct advantage. Bureaus were joined 
-115-
~hat previously had been only names. Filings with various state depart-
ments for -vrriting new coverages were involved. This increased substantially 
many companies fees and costs of Bureau memberships.* 
Writing of these new coverages meant many additional forms with 
heavy increases in printing and supply costs. There are, for example, 
numerous editions of the Homeowners policies for the different states 
and a supply of each of these must be ordered, stocked and supplied to 
ag·ents. This involves a need for substantially more storage space and 
increased personnel to handle these forms. 
More inspections of dwelling risks are necessary since the 
perils covered are so broad. Whereas under a straight fire and extended 
coverage policy, an underwriter, knowing the area, would pass the line 
without an inspection, the inclusion of theft, liability, and additional 
physical perils coverage requires that he obtain information regarding 
these through an inspection. This has resulted in much higher cost 
for inspection services. It has also resulted in more time spent by 
underwriters in processing these new lines with a:.resulting increase 
in costs. 
There are distinct advantages to companies in writing these 
coverages. It has increased premium volume since in addition to the 
fire and Extended Coverage premium, the assured pays additional premium 
for these new endorsements or package policies. For example, the 
average premium on a Homeowners B policy runs between $200.00 and 
$300.00. 
Also, by combining coverage in one policy, it saves the 
company in processing, since one policy now replaces several. 
The companies are receiving a wider spread of coverages 
under these policies. It has long held true that when fire coverages 
are profitable, casualty coverages tend to be unprofitable, and vice 
versa. By writing both fire and casualty coverages under these 
package policies, the experience will tend to even out. 
Under these forms, companies will receive more insurance 
to value, and this should reduce loss ratios since dwelling owners have 
been notoriously underinsured in the past. Particularly in the case of 
the Comprehensive IMelling Policy is this true -where insurance to 80% 
of value is required on the dwelling and furniture in order to obtain 
the premium modification. 
Under the Homeowners policy, th~s is true also to the extent 
that household furniture a1d personal property is covered up to 40% to 
the value of_ the dwelling under the A and B policies, and 50% under 
the C policy. 
From the agent's standpoint, there are also advantages and 
disadvantages in these new forms. 
Most agents have had to work harder than before and study 
harder than before in order to keep up with these new developments. 
Some few agents have thrown up their hands and said1 Itm not going to 
be bothered with these things. Illl still sell the fire po~icy. 11 These 
however are in the minority and will some day find their business has 
gradually drifted away, credited to some other agentts Homeowners policy.* 
It has not been an easy change for an agency. For example, 
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in Massachusetts up until August 1955 an agent could write only a 
straight fire and Extended Coverage policy on a dwelling, a Comprehensive 
Personal Liability policy, and a theft policy. After August 24, 1955 
he could write a fire and Extended Coverage policy with an Additional 
Extended Coverage Endorsement, a Broad Form or a Dwelling Ruilding(s) 
. - -~- - . . 
Special Forms attached. He could also write a HomeoHners C policy, 
or a Comprehensive Dwelling Policy for the homeowner. 
The same thing was happening countrywide and wheh one realizes 
that agents had to keep abreast of new developments which were breaking 
fast in other lines as well, he begins to comprehend the magnitude of 
the problem as far as an agent was concerned. 
Not a small part of the problem was the ambiguity ~ some of 
the rules and wording of the new forms. Differing opinions on these 
points were given the agent by various companies, leaving him more 
. . 
confused than ever. In addition some companies did not follow the rules 
entirely, making their own rules in certain cases, and this further 
complicated the situation, not only as regards the agent, but other 
companies who were following the rules. 
Little wonder the agents were confused, upset, and in some 
cases plain disgusted. It took a tremendous job of education on the 
part of some companies and fieldmen to straighten out this turmoil 
and in credit to them, a fine job was done. The job of the agent is 
now a much more complicated one than it was previously. Now instead 
of giving an assured a choice of a fire policy arlfire and Extended 
Coverage endorsement, he has many forms to offer an assured. 
Which form best suits each assured is a difficult problem 
means a sizable increase in an agents income over .a period of time. 
Other agents have taken on younger salesmen to solicit these 
policies and have built up a sizable volume of package policy premiums 
in this manner. 
In selling the coverage, agents have had excellent results in 
presenting the package by showing the insured how much more coverage he 
can obtain for the same or little more premium than he has been paying 
for separate coverages. 
While this may not result, in all eases, in sale of a package 
coverage it often gets the insured thinking about his insurance program 
to the extent that he increases his coverages or purchases another 
coverage he has been lacking. 
To the agressive agent who becomes througbly familiar with 
these coverages_and conducts an active eampaign in selling them, a 
substantial increase in premiums and commissio.ns will result. It 
affords an agent an opportunity to pick up an assureds coverages 
formerly carried through other agencies. 
With the credit provisions of the Homeowners and Comprehensive 
Dwelling Policy, this can be done very easily and without the knowledge 
of the other agents until their policies expire. 
There are distinct advan~ages to agents in writing these 
package policies. There are less policies to~rite with attendant 
savings in cost. There are less chances of error with fewer policies 
to handle. There are savings also in bookeeping since there are: 
A.-Less bills to mail-less accounts to collect. 
B.-Less entries in accounting records. 
c.-simplified collection problems. 
-ll9-
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Also there are less policies to Feview with the assured, less 
policies to deliver, enabling the agent to see more insureds in 
person.. This results also in more time for the production of other 
types of business. 
Many young, agressive agents are finding these package 
policies the answer to building up quickly a solid, substantial agency 
as many of the older agents refuse to become interested in the "new 
fangledtt policies. 
What of the insured for whom these new forms were designed? 
What are the advantages and disadvantages, if any, of these forms, to 
. -
the insuring public? 
Since these forms were developed to better serve the needs 
of the insured and originally introduced by individual companies or 
groups in order to compete more effectively on a coverage and cost 
basis With existing coverages, it is only natural that they should 
be more advantageous to the assureds than disadvantageous. 
The advantages of these package policy coverages to the 
assured are several. First of all, there is substantial savings in 
cost, together with broader coverage than most assureds have previously 
carried. 
The new forms also provide comprehensive systematic coverage 
for both home and family and eliminate ttgapstt or overlapping in 
individual policies. The insured has only one policy with one 
expiration to consider and his payments may be made in instalments 
if desired. 
The homeowner has one agent handling all his coverage and 
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providing professional attention to his insurance needs. Also one 
company handling the losses assures efficient handling and no over-
lapping or conflicts in loss adjustment. 
Any disadvantages to the insured are not in the form., but 
rather in the proper choice of form to suit the inspredsr needs. If 
the agent does not select the form which best fills the insureds' 
requirements as regards ability to pay, exposure and needs., it will be 
to the disadvantage of the insured in that he will be improperly or 
inadequately covered or paying for coverages he cannot afford· or does 
not need. 
What forms should an assured have? What are the advantages 
and disadvantages of the new varied package forms to an assured? 
Each of the forms and policies for broader coverage for 
dwelling risks cover the dwelling itself with some differences in the 
definition of building both in the eligibility rules and form provisions. 
. . . 
They all provide some form of coverage on private structures and 
outbuildings, either a percentage extension of the building amount or as 
a specific amount. Most of them also contain extensions or provisions 
for specific coverage on rental value and additional living expense. 
Some d~ the contracts include coverage., with certain limitations, on 
trees, shrubs, plants and lawns. All of these forms are broader, on 
the whole, than a fire insurance policy with a Dwelling Form, Extended 
Coverage, and Additional Extended Coverage, plus Rental Value, Additional 
Living Expense and Trees., Shrubs, Plants and Lawns endorsements. 
None of the separate all risks forms provides coverage on 
contents or other personal property., whereas most of the named peril forms 
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may cover building, c.eontents or both at the insuredTs option. 
Under the Homeowners A and B policies named perils coverage 
is provided on contents in a fixed amount governed by the amount on the 
dwelling. Homewoners B may be endorsed to cover all risks on the 
buildings, rental value and additional living expense. Homeowners Policy 
C is an all risk policy on both buildings and contents. 
The other package policy, the Comprehensive Dwelling policy may 
. . 
be endorsed to cover all risks on buildings, rental value, and additional 
living expense and may also cover on a Broad Form named peril basis on 
contents. 
The package policies also provide Theft insurande and Comp-
rehensive Personal Liability and Medical Payments coverage. The 
Comprehensive Dwelling Policy Theft coverage is much like that of the 
Residence and outside Theft policy,. written on a 100% blanket basis. 
There is no exclusion, however, of property while unattended in an 
automobile. Under the Homeowners Policy A and B there is no coverage 
for my.sterious disappearance. There is coverage of property taken from 
an unattended automobile provided there is forcible entry into a car of 
which the doors and windows have been locked. 
There is a difference in the Comprehensive Personal Liability 
provisions of the two policies in thatthe Comprehensive Dwelling Policy 
covers the insureds liability for fire, explosion or smudge damage to 
residential premises and furnishings in his care, custody or control. 
The Homeowners policy covers only common law or statutory fire liability. 
The Comprehensive Dwelling Policy also covers liability of an assured in 
a written contract relating to the premises. 
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The Homeowners policies also contain a broader definition 
of ttpremisestt including up to two one or two-family dwellings owned 
by the insured and rented to others or held for such rental (in addition 
to the insureds' own residence and the rented or held-for-rent portion 
of a two-family residence owned and occupied by him.) 
With all these alternatives open to him, how does the assured 
determine which form is best suited to his needs? 
Of course, in most cases the insured does not choose the form 
entirely of his own volition, but is guided in his choice by the agent. 
We can determine, in a general way, which form is most 
appropriate by first considering the ability of the insured to purchase 
insurance. Obviously, the person of very moderate income who is finding 
it difficult to meet his bills for the bare essentials, is not in the 
market for a Package policy. Such a person is a prospect for an Additional 
.~ '·' ' 
Extended Coverage Endorsement or a Broad form endorsement on fire,poliqy. 
This type of insured will very likely carry a Comprehensive Personal 
Liability policy for minimum amounts but will not carry Theft coverages. 
For the insured who feels he can afford broader coverage but 
does not wish the package policy which includes Theft and Liability, a 
fire policy with the all risk form the Dwelling Building Special Form 
is most appropriate. This can be combined with a Comprehensive Personal 
Liability policy or a Comprehe~sive Personal Liability endorsment on the 
fire policy. 
lli..'11llBlT:lY smaller towns particularly, agents find that the typical 
homeowner in this type of community does not feel that he needs the theft 
coverage found in the package policy. It is to this type of assured that 
the Broad or All risk form on the fire policy appeals. One company has 
successfully promoted this type of coverage as against the package 
policy appealing to the economy minded assured by advertising it as the 
11Basic Y' policy •* 
As time goes on and many package buyers realize the price they 
are paying for coverage and the lack of claims they have for the fringe 
benefit perils, they will question the necessity of paying a high premium 
for coverages they do not need. Then they will go back to coverages 
which provide them with protection against the major perils to which 
they are exposed. 
For the insured who wishes broader protection and feels that 
he can afford it, a Homeowners A policy'ot a Comprehensive Dwelling policy 
is appropriate. Dwellings from $8,000 to $12,000 might well fall into 
this category. This gives an assured his fire, extended coverage and 
vandalism as well as theft 'and Comprehensive Personal Liability wrapped 
up iin one package. With the savings resulting and elimination of 
numerous policies, this makes an excellent policy for the average home-
owner of moderate means. His most important exposures are covered, and 
he is not paying for fringe or frill benefits. 
For the Homeowner who has a larger home in the price range from 
$12,000 to $25,000 the Homeowners B policy is more appropriate. This 
gives the assured in one policy, fire, extended coverage, additional 
extended coverage, theft aDd Comprehensive Personal Liability. A Special 
Building Endorsement may be added giving an all risk cover on building. 
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This is the package policy Which fits into the insurance program of 
most homeowners. It has sold several times over the number of Home-
owners A and Homeowners C policies which have been sold. An interesting 
comparison by one company shows eight Homeowners B policies received 
to two Homeowners A and one Homeowners C policies. Up to the present, 
the Homeowners B policy is the policy that has captured most of the mass 
market for package policies. 
For the dwelling owner with a dwelling valued at $25,000 and 
up and with large value in personal property, the Homeowners C policy 
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is the best buy. This policy covers all risks of physical loss to 
buildings and contents and includes the personal property floater feature. 
It has been sold in fairly considerable quantity, and produces 
sizable premium volume due to the size of the individual premiums which 
run from $300 up. The insured who wants a package policy but does not 
wish the larger amounts of coverage provided under the Homeowners policies 
on contents and theft coverages, is a likely prospect for the Comprehensive 
Dwelling Policy. This policy may be written in varying amounts on the 
dwelling, furniture, theft, both on and off premises, and Comprehensive 
Personal liability as well as Residence Glass, and named perils World 
Wide Floater coverage. 
Some agents have felt that the .form is preferable to the Home~ 
owners policies since it can be tailOred to an insuredsvalues, and 
premiums charged only for these values. The format and the writing of 
the policy:E much more involved than that of the Homeowners policy. 
For example, in Massachusetts forty different endorsements may be used on 
the- policy. All of these endorsements may be used on the policy. 
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Each of these endorsements must be filled out and attached where 
applicable. The fLve sections of the policy are rated separately, 
involving considerable more time than rating of the Homeowners policy 
where om premium is used. 
IU most areas, the Homeowners, for the coverage given is much 
more of a buy than the Comprehensive Dwelling pelicy and for comparable 
coverage there is very little difference in cost. From the standpoint 
of ease in writing and simplicity of policy, the Homeowners has the edge. 
However, many agents are pushing the Comprehensive Dwelling 
Policy over the Homeowners. Some of them feel that a basic policy can 
be written covering the dwelling and contents, and other coverages added 
later, building up an insurance program for an indivudual as his values 
and resources increase. 
Only as the agent becomes throughly familiar with these c~verages, 
will he be able to properly advise his clients as to the form best suited 
to their needs. 
The agent today must be more than a good salesman, he must be 
a good saleman who knows his product throughly so that he may assist his 
clients, in purcha~ing the coverage which will give them the most protection 
r 
for the perils to which they are exposed and at the mast reasonable cost 
commensurate with their ability to pay. 
Chapter ! 
Mercantile Block Policies and 
Commercial Property Form 
As we have seen, the last few years have brought a rapid 
development of dwelling package policies. It was natural that the early 
development of package policies ghould be in the dwelling field. The 
fact that dwellings are subject to_lesser risks than commercial and 
manufacturing properties, plus the greater homogeneity of dwellings as 
to construction, occupancy and value, make it relat~vely simple to 
provide package coverages for dwellings. 
Once this package trend in insurance became established for 
dwellings, it was inevitable that similiar coverages would follow for 
mercantile and manufacturing properties. This chapter will cover the 
principles of insurance packaging for comniercial and manufacturing 
properties. The details of the policies and forms will be discussed 
in the following chap~er. 
Since we are primarily concerned in this thesis with the 
development of the mass market dwelling package forms, we will deal 
comparatively briefly with the commercial package form. Oun treatment 
of it will be mainly to indicate how it has developed, its present 
format, and possible future. 
The current trend toward the packaging of insurance coverage 
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for merchants and manufacturers may be said to have started in the 1920 1s. 
The first generally used policy of this type in the United States was the 
Jewelers Block Policy which provides an 11all risks II type of coverage 
for the stock of a jewelry store. It was developed in response to a 
need by jewelers for a broad cov-erage policy on their stocks. They 
found it unsatisfactory to have specific fire and windstorm policies 
and specific burglary and theft policies that made it possible for a 
jeweler to sustain a heavy, uninsured loss unless he had an nall-in-
one" coverage.* 
What are the essentials of a commercial block or a manufact-
uring block type of coverage? 
First, the cov-erage must be broad in nature, and in many cases, 
is of the 11a11 risks" type. 
Second, the coverage must be on a basis which makes the 
property insurable from the company's standpoint. Certain hazards must 
be excluded if they are catastrophic in nature, or if their occurrence 
in relation to catastrophe is so irregular or at such long intervals 
that proper rating is not possible, or that the insured will not pay 
an actuarally based rate. 
Third, the cost must be in such a relation to the insureds' 
operating expense that he is willing to pay it. 
Fourth, there must be a deductible or other policy provisions 
that will eliminate small and frequent loss payments which would increase 
the cost of the insurance beyond that which is acceptable to the insured. 
A question which arises in connection with the new package 
policies is why are the packages restricted as to the classes of business 
they cover. Also why cantt we develop a package type of coverage for all 
policyholders. An examination of the development of a package policy 
*2.. PP• 332-333. 
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will answer these questions. 
' 
· A package policy is acceptable to a policy holder only when 
its component parts meet his needs or desires. The policy holder who 
has absolutely no need for theft insurance is not willing to pay a 
premium to cover theft losses of other policy holders. A package that 
would be suitable for a jewelry store would have little appeal to such 
a policy holder. 
Each package polic,v must be developed to fit a group of policy 
holders whose needs are reasonably. similiar. The new mercantile block 
and commercial block policies have been developed as property loss 
coverages which are suitable for the average merchant who is exposed to 
fire and extended coverage losses, and to a moderate burglary and theft 
loss. 
The feasability of developing a package of insurance depends 
upon whether there is a sufficently large number of similiar risks to 
justify the work in preparing the package. 
There are four essential components for a commercial block 
policy. 
The first is that the coverage must be broad in nature. All 
classes are covered except those that are excluded. 
The second requirement of a package coverage is that it be 
on a basis that makes it acceptable to the insurance company. This 
requirement is responsible for some OD the exclusions that appear in 
the package policies. 
For example, the commercial block policies exclude loss from 
flood. The reason for this is due to the fact that insurance companies 
have found flood loss to be uninsurable on an actuarial basis. Damage 
from such occurrences is a certainty every few years. The damage, when 
it occurs is tremendous. It would be possible to work out a premium to 
cover such losses, but policy holders would not pay since it would be 
very high. 
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Another exclusion in many of the commercial block policies, 
particularly in earthquake areas, is damage by earthquake. The average 
policy holder will not pay a premiu~ to cover such a remote occurrence. 
Since policy holder do not believe they are subject to a loss, or are 
willing to take a chance on the possibility of such a loss, the only 
feasible answer is to exclude earthquake losses from the package coverages. 
The third essential of a commercial block or manufacturers block 
type of coverage is that the cost be in such a relationship to the insureds' 
operating expenses that he is willing to pay it. Even though an insured 
might like to have complete.protection against loss, if the cost of such 
protection is so great that the profit from operating his business would 
be wiped out, there is no point in his buying such complete protection. 
In almost every case he has to take into account some chances of loss 
as part of the normal hazard of operating his business. Many of the 
exclusions in the package policies refer to hazards which an insured may 
prefer to chance, and to hazards which are to some extent within the 
insureds r control. A typical exclusion is that of loss due to ttseepage, 
leakage, or influx of water immediately derived from basement walls, 
'including doors, windows and other openings, foundations, basement floors, 
sidewalks or sidewalk lights." Such seepage losses are much more likely 
in a building· that is not properly maintained. The insured who is 
threaten~d with such a loss may decide that it would be cheaper for 
him to repair broken walls or otherwise try to prevent the influx of 
water. He might also decide that it is possible for him to remove all 
stock from locations sUbject to such water seepage. From the standpoint 
of the insurance company in developing a package coverage, it is not 
feasible to provide coverage against seepage losses for the dareless 
policy holder because the eost of the insurance package would be raised 
to a point where the careful policy holder would not consider it worth-
while to pay the cost. 
The fourth requirement is that some method or methods be used 
to eliminate from insurance coverage the small losses.which are in the 
nature of maintenance losses. Such losses are not properly risks of 
loss but result from the insureds• operating methods. He would have to 
pay them in any case, and to include them in the insurance would nesult 
in his paying the additional costs of insurance.adjastments and insurance 
company overhead for losses he would pay anyway. 
There are two methods used in the commercial block policies 
to handle this situation. The first is the deductible. A typical 
provision of a commercial block policy is a $50.00 deductible applying 
to all losses except those from fire, the extended coverage hazards, 
vandalism and malicious mischief, burglary or rbubery. T~is eliminates 
from coverage the normal pilferage, mysterious disappearance, and 
incidental losses which occur in every business. 
A second method of meeting this question of maintenance losses 
is to eliminate from coverage certain hazards which are partially or 
wholly within the control of the insured, or whfuch are inherent in the 
~Dl 
goods themselves or in the operation of the insured. For example a 
typical commercial block policy excludes loss due to theft of property 
while unattended in an unlocked motor vehicle:t, it is not economical 
for him to pass this cost on to the insurance company. Commercial 
block policies also typically exclude. loss due to change in flavor, 
odor, color, texture or finish, or due to evaporation, shrinkage 
or loss of weight. Such losses are due to inherent qualities of the 
property and are not the result of risk. 
Acceptance of the commercial block policy has not been 
spectacular. This type of coverage has been available for up to four 
years in different parts of the country. The most acceptable forms 
have been those independently filed, whereas the form filed under the 
leadership of the fire insurance rating bureaus has not been extensively 
sold. It is interesting to examine the reasons for the slow st~rt in the 
sale of the commercial block coverages. A part of the slow movement of 
commercial block sales is due to lethargy on the part 0f insureds and 
on the part of insurance agents and salesmen. In response to queries 
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at sev,eral agents meetings, it was indicated that a majority of the agents 
that hade: attempted to sell the mercantile block policies had made sales. 
One ~gent in a town of less than 20,000 population stated he had sold 
8 out of lO policy solicitations. This would indicate that at least a 
part of the slow start has been due to the fact that agents have by and 
large, not attempted to sell the coverage. Any new coverage of the 
package type by its very nature is more dpmplicated than each of the 
component parts on which it is based. It takes time for the agent to 
study and understand the new package. Some unnecessary complications 
in the rating formula for the mercantile block policy increased the 
difficulties of the agents in understating and presenting the coverage. 
These factors have accounted to a certain extent for the slow start in 
sales. 
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Another reason for the slow start in the sales of any new 
package is the prospects lack of appreciation of his need for the coverage. 
The average·merchant today recognizes his need for fire and extended 
coverage, but most do not recognize their need for theft insurance, and 
~gents have not sold them on the need for theft protection. Until the 
average mercha:nt~·is made to realize the exposures to which he is subject, 
sale of this type of policy will not be made in any volume. 
Chapter g 
Mercantile Block Policy ~ 
The Mercantile Block policies provide insurance on the 
contents of certain types of mercantile establishments against "all 
risks of direct physical loss of or to the property covered while 
anywhere within the continental United States or in transit in Canada" 
subject to certain exclusions and limitations. 
Mercantile Block Coverage is provided by attachment of the 
Mercantile Block Basic Forms and the appropriate Mercantile Block 
Endorsement to a standard fire policy. The basic form is intended as 
an indivisible package on an "all or nothingn basis. 
Two alternative endorsements are provided for attachment to 
the basic form: a Non-Reporting Endorsement that provides a specific 
amount of insurance on a predetermined premium basis subject to 
minimum 80% coinsurance, and a ~emium Adlj.ustment Endorsement that 
provides for an adj~stment of the premium at the end of each policy 
year on the basis of the actual average values reported monthly for 
each location. 
The basic form is intended to be used only for direct physical 
damage insurance covering stocks of goods, wares and merchandise, and 
only when covered in the same policy, furniture, fixtures and equipment, 
and tenants improvements. 
Those eligible for insurance under the Mercantile Block 
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Form are individuals, partnerships, factors, corporations and cooperative 
organizations except cooperative organizations dealing in property the 
title to which remains in the individual members of the organization. 
Among those types of mercantile risks that are not eligible 
for coverage under the Block Form are jewelers, furriers, camera or 
musical instruments dealers, construction equipment or agricultural 
equipment dealers, livestock or animal dealers, produce dealers and 
risks predominantly of a bailee, installation, repair or service 
nature. 
The rating procedure for this Mercantile Block Coverage, 
while producing an indivisible ttAccount Rate 11 has been developed from 
the standard rating procedures used for the component coverages of the 
package, which include Fire and Extended Coverage, Burglary and Theft 
and certain Inland Marine coverages. Appropriate modifications have 
been made to reflect the nature and extent of the coverages provided 
under thms Block Form. This rate is promulgated by the fire insurance 
rating bureau having jurisdiction after the receipt of a complicated 
application and Rating form. 
The annual account rate is developed from the total of premiums 
computed for (1) fire and extended coverage, (2) burglary and theft, and 
(3) all other perils on and off premises. The annual fire and extended 
coverage premiums for each location are utilized in the first part of the 
premium development. The burglary and theft premium is obtained by 
applying the Rules and Rates for the Burglary and Theft portion as set 
forth in the manual. The all other perils on and off premises portion 
of the premium is computed by reference to a table in the Mercantile 
Block Manual which furnishes rates per $100 varying according to the 
dollar value at a location. 
Adjustments are made in these premiums either on the non-
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reporting endorsement or the premium adjustment endorsement which-
ever is applicable. The premium for both of these forms is subject 
to a discount for two and three years, but not more than three years. 
Minimum annual and term earned premiums for the non-reporting and 
the premium adjustment endorsement forms are also stated in the Manual. 
If an Account Rate has not been promulgated by the Fire Rating 
Bureau, a tentative rate may be promulgated by the company according to 
the method prescribed by the rating plan and mal£ be used in issuing 
policies pending promulgation of a final account Rate by the Bureau. 
When coverage embraces property at declared locati0ns in 
more than one state, a Sponsoring Rating Bureau shall be designated. 
A Sponsoring Rating Bureau is a properly, ·Gonstituted and qualified 
rating bureau for a state in which· is located one or more of the 
declared properties, provided it is also the state in which (1) the 
greatest value~ are located, or (2) the insureds 1 domicile or principal 
place of business is situated~ or (3) the insurance has been negotiated. 
The actual rate make up consists of the following:-
(1) The annual fire and extended coverage premium at each 
location is computed by applying the coinsurance contents rates to 
the Limit of Liability for all Contributing Insurance at that location. 
(2) The annual burglary and theft premium at each location 
is computed by applying the rate as shovm in the Burglary and Theft 
portion of the manual up to the Limit of Liability for all Contributing 
Insurance at that location. 
(3) The premium for IIJill 0 Ther Perilstt is computed by use 
of a table showing a rate per $100 for each $100,000 of coverages. 
-136-
The total premium as developed above is diviaed by the to~al 
of all Limits of Liability for all Contributing Insurance for all 
locations. The resulting rate is the annual Account Rate. This is a 
somewhat simplified explanation of the rating procedure. Variations are 
used for reporting forms and certain wholesale or distributing risks. 
The rules and rates as set forth in the Mercantile Block Manual 
are lengthy, complicated and quite formidable to the average insurance 
agent, so formidable in fact that this has been one of the reasons so 
few agents have sold the coverage. A revision with simplifications has 
replaced the original rules and the rating for the present form, The 
Commercial Property Form, is much easier. 
The basis form insures against "All Risks of Direct Physical 
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Loss of or to the property co.vered11 • Thus the policy is an all risk policy. 
As is customary with all risk policies, the all risk insurL~g agreement 
is followed by the customary exelusions and limitations of which there 
are a number in the Mercantile Block Policy. Most of these exclusions 
are of perils which are not insurable if the premium is to be kept 
within reason. 
Some of the more important and pertinent exclusions refer to 
mail shipments, water borne shipments on coastwise, intercoastal or 
overseas vessels, currency, money, notes, securities, etc. 
The policy does not cover for loss by fl9od, seepage, earth-
quake or mysterious disappearance. It also includes the usual war 
exclusion, civil authority exclusion, and loss caused by neglect of the 
insured to use all reasonali>.llie means to save and preserve the property 
covered after a loss. 
This basic form is attached to the fire policy and to the 
policy must also be attached either the Non-Reporting or the Premium 
~djustment Endorsement. 
These latter two endorsements describe the goods covered 
and provide for coverage of furniture and fixtures and tenants 
improvements and benefits if desired. These endorsements also give 
the limts of liability and show the ceinsurance applicable. 
Provision is made in the Other Insurance Endorsement form 
to allow credit for existing fire and extended coverage policies. This 
program, orginally introduced early in 1950 ~as revised in the fall of 
1956 to make the package more attractive to agents and policholders. 
The revised plan is known as the ttcommercial Property Coverageu and the 
form is known as the ucommercial Property Formtt. 
The revisions in the form are principally of an editorial 
nature. The coverage has not been changed in any material way. The 
form is a considerable improvement over the Mercantile Block Policy 
.in its clarity. 
However, there is a considerable change in the rating 
prodedure. Under the Mercantile Block Coverage Program a separate rate 
for Burglary and Theft coverage was added to the fire and extended 
coverage rates and a loading was added for 11All 0 Ther Perilsn. Under 
the Commercial Property Coverage Program the rating procedure has been 
simplified by the development of a single indivisible loading for HAll 
0 Ther Perilstt which includes Burglary Coverage. The loadings are 
reduced from what they were previously under the Mercantile Block 
program which produces a lower rate level than was produced under the 
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Mercantile Block Coverage Program. The purpose of this reduction 
was to make the package more popular and more salable. 
The procedure in establishing rates remains the same as 
under the old Mercantile Block program. Account premiums are determined 
by the fire rating bureaus, based on application filed with them by the 
company. 
The result of this revision and simplification of the program 
· has been a considerable increase in interest and sales of the Commercial 
Property Form. 
The form is now being sold in moderate volume, and is becoming 
a more important factor in the package policy field. On its success 
hinges the expansion of this package policy theory into other types of 
occupancies such as manufacturing risks and mercantile and manufacturing 
buildings. Already, a package type form for industry has been developed 
in the Industrial Property Form. 
We are on the threshold of a new era in the insurance industry 
and it will not be long before most of our coverages are written under 
a package type form. 
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Chapter XII 
Unde~ITitin~ of Package Policies 
The development of the new package policies has brought with it 
an entirely new set of problems to the underwriting and inspection depart-
ments of the companies. Formerly an underwriter was a fire underwriter, 
casualty underwriter, or an inland marine underwriter. With the introduc-
tion of the package policy, the underwriter was faced with a policy that 
corribined fire, casualty, and inland marine coverages in one policy. 
To one not familiar with the traditional breakdown of the 
industry into these separate fields, the implications of this development 
ma~ not seem of great import. However, to one familiar with the traditional 
division of the industry fire, casualty, and inland marine, the implications 
are almost staggering. 
A sharp distinction had always existed in the insurance industry 
between fire under-riTiting, casualty underwriting, and inland marine under-
writing. Usually the fire underwriter knew little, if anything, about 
casualty or inland marine; the casualty underwriter knew little, if 
anything, about fire or inland marine; and the inland marine underwriter 
knew little, if anything, about fire or casualty. As a matter of fact, 
none of the three cared much about learning the other fields and each 
looked with some disdain on the others feeling that his was the highest 
calling of the three. This distinction was carried to such an extent, 
that it came to be believed that an individual was cut out to be a fire 
underwTiter, a casualty underriTiter, or an inland marine under-riTiter, 
and could succeed in only one field. It was believed impossible that 
one man could handle all three, or even two or these fields. In the last 
rew years this theory has been thoroughly discredited. Fire, casualty, 
and inland marine linder•~iters, raced with packaging of coverages which 
include rire, casualty, and inland marine coverages have been forced to 
learn all three and many are doing creditable jobs under•~iting all 
three types of coverage as found in the package policies. 
The established under•~iters have had a greater problem in 
a'ile.pting to this new concept than have the younger underwriters who have 
grow up with the development of the Multiple Line Concept. For the 
underwriter used to only one line, it has meant a period of serious 
study or the other fields and application of this knowledge in his 
package policy underwriting. 
Some Universities have recognized the need ror this training 
by establishing courses in Multiple Line and expanding present programs 
in fire, casualty, and inland marine ,courses. Many underwriters have 
taken advantage of these opportunities to breaden their knowledge of 
these fields. 
Not only did the underwriters have a problem in meeting this 
new concept, but the companies ~~re faced with the problem of setting 
up their underwriting departments to cope with package policy under-
writing. 
To meet this problem, some companies formed new Multiple 
Line departments to handle the under•~iting or all package policies. 
Others trained fire underwriters to underwrite the new type policies 
along with their fire underwriting, and still others turned over the 
underwrit:ing of the package policies to their inland marine department 
which had previous experience in underwriting all risk type coverages. 
There are advantages and disadvantages to each of these methods 
of handling the underwriting of package policies, and before going into 
the actual underwriting of these policies, let us consider these methods. 
First of all, let us consider the formation of a new Multiple 
Line I'epartment.. This could be done only in a company that writes 
sufficient volume of the package policies to warrant the expense of 
setting up a new and separate department. Even in the larger companies 
the small volume at first will not carry the expense of the new department. 
Personnel must be hired and trained or transferred from other 
departments and trained for the work. This takes time and is also 
expensive, but results in trained specialists who are able to keep 
abreast of the continual changes in this field. 
Some companies have trained fire underwriters to handle multiple 
line underwriting along with their regular fire underwriting. Unless the 
underv..li'iter is flexible and can absorb and adapt to new lines, there is 
the distinct disadvantage to this method of lack of proper knowledge of 
the casualty and inland marine underwriting problems. 
The advantages to this method are economy of operation, knowledge 
of territory, and agents in that territory, and lack of overlapping in 
underwriting territories. 
The third method, that of using an inland marine underwriter to 
handle the package policy underwriting, has been adopted by some companies. 
It has the advantage of using an underwriter who, of all three, fire, 
casualty, and inland marine, has the most adequate underwriting background 
for handling package type policies. The inland marine underwriter has been 
£amiliar with £ire, casualty, and all risk coverages in connection with 
his inland marine policies, and it is an easy transition for him to the 
underwriting of the multiple line policies. 
In this case again, we run into overlapping in the handling of 
business, territories, and agents. Another disadvantage is the more 
conservative outlook of the inland marine underwriter who has exercised 
great selectivity in risk and rate in underwriting his inland marine 
risks. Now, confronted with a mass market, package dweliing volume of 
business, he is apt to underwrite it more cautiously than would a £ire 
or casualty underwriter used to a volume and depending more on averages 
and adequate rates overall. 
The development and trend seems to be into separate multiple 
line underwriting departments familiar with all phases of the package 
business and able to keep up with new developments in this field. 
Personnel trained for this underwriting, and not burdened with other 
work, can do a much more capable and adequate job than those who are 
working part time in other lines. Also, as volume grows, it will 
take the full time energies and abilities of specialists in this field 
to handle the business. 
Let us now consider the problems arising out of the under-
writing of these policies. "Where we formerly covered the physical 
hazard exposure o£ an individual under a fire and extended coverage 
policy, and his liability and theft exposures under-·separate policies, 
we now cover all of these perils under one policy. The underwriter 
must consider not one or two aspects of an insureds>! insurance program., 
but the entire picture. He must weigh the physical features, the 
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liability hazards, the possibility of theft losses, and decide on the 
basis of all three whether or not the line should be accepted. 
Where under separate policies, a company might be willing 
to write the fire coverage, but not the liability coverage because of 
some unfavorable f'eature from a liability standpoint, now the company 
must write all the coverage, fire and casualty, or decline the risk 
in its entirety. Since acceptance means a sizable premium, and re-
jection loss of this premium an underwriter will attempt to write the 
line if at all possible, trying to secure correction of the substandard 
condition to make the risk acceptable. 
More than ever, the underwriter must have a broad outlook 
on the risks and the individuals whom he is insuring. He must be able 
to decide if the overall picture outweighs some minor faults in one 
phase of the risk. 
Not only must he look at the whole package, but in judging the 
desirability of the risk as regards physical hazards, new perils must 
be considered beyond those normally considered under the fire policy. 
Since the package dwelling policies include replacement cost 
insurance, it is necessary that the underwriter consider the age of' the 
dwelling, its physical condition, and the approximate replacement cost. 
The physical features must be checked more carefully and in 
more detail since broader coverage is provided under these policies than 
under fire and extended coverage. 
Exposure to water damage perils must be taken into considera-
tion. In this connection, the condition and age of the plumbing and 
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4eating systems are important since coverage is provided against acci-
dental leakage. 
The underwriter must also determine whether the risk is exposed 
to a stream, or other body of water, and if so, must learn the distance 
to this water, the height above the water and whether or not it is subject 
to flooding. This feature is particularly important in the case of 
Homeowners C policies and Comprehensive Dwelling Policies with a Personal 
Property Floater attached, since under these forms contents are covered 
for high water and flood damgge. 
In connection with this hazard, he must determine whether 
the basement is subject to seepage of water, sewer backup, or water from 
any other source. If it is, he will want to know if there is a pump or 
other device to protect against this hazard. Also pertinent is whether 
. 
there are any items of value kept there, such as appliances, hobby 
equipment, or furnished playroom. In a recent loss under a Homeowners 
C from water leaking into a basement, several thousand dollars damage 
was caused to expensive furnishings, television sets, and appliances 
in an elaborately furnished basement playroom. 
Whether the dwelling is located on filled groun,d, the side 
of a hill, and if so, how steep, must be considered.because of the 
landslide coverage. This has become an important consideration in 
underwriting package policies because so many new houses are being built 
on filled ground and on hills without proper consideration being given 
to landslide. Serious or total losses can occur from this peril, and 
recently one company paid for three houses 1vhich slid into a lake when 
the side of the hill on which they were built washed into the lake during 
heavy rain. 
The underwriter must also onnsider the susceptibility of the 
risk to damage by heavy snow or ice and to collapse. In analyzing this 
hazard, he must consider the construction and whether the roof is flat 
or sloped. 
In addition, the existence of old or rotted trees or limbs over 
or near the dwelling must be considered since damage from falling objects 
is covered. 
Previous losses from any of these perils are of importance 
since they foretell what may happen in the future unless some precaution 
has been taken to eliminate reoccurrences. 
In addition to analyzing these new perils, the underwriter must, 
of course, consider the more common hazards which were encountered in 
fire and extended'coverage policies. The physical condition of the 
building and outbuildings, any serious exposures from nearby buildings, 
grass, brush, or forest fire hazard must also be taken into consideration. 
The type of neighborhood and any unusual features peculiar to the neighbor-
hood as regards vandalism, riot and civil commotion, or glass breakage, 
must also be checked. If the area is deteriorating or undesirable, the 
risk is not attractive. 
The location of the dwelling with regard to fire protection 
and whether it is 'isolated or inaccessible at any time of wear is another 
factor to weigh. 
All of these physical perils must be considered very carefully, 
and if the risk falls below par in any or several of these, the risk 
may be declined. Since the premium for these package policies is discounted 
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about 20% below the separate policies, only the average risks in the class c~D 
be written profitably. The coverage is not intended for the substandard 
risk. 
Since the coverage is so broad and the premium discounted, the 
under1~iter must consider the moral hazard more carefully than in· a straight 
. 
fire and extended coverage policy. He is interested in previous losses 
suffered by the insured, his business connections, and any possible fi-
nancial criticism. He also checks on his reputation and personal features 
to determine if there is any possible moral hazards. 
Apart from the physical and moral hazards, the multiple line 
underwriter must review the risk from the standpoint of theft. He must 
consider whether the neighborhood is desirable, whether or not there 
have been thefts in the area, whether police protection is adequate, 
street lighting satisfactory, and whether or not someone is at home 
during the day. In addition, the personal traits and activities of the 
assured must be looked into, as well as the existence of any articles or 
collections of value. 
If the insured is a person who travels a great deal, he may 
be subject to excessive exposure to theft, particularly if he carries 
valuable personal belongings with him. Certain classes of individuals, 
such as entertainers, and those who travel in foreign countries are 
subject to serious theft hazards and should be declined. 
A person who entertains a lot or has any unusual traits or 
activities may also be subject to more than normal theft exposure and 
should be checked very carefully. 
The theft coverage, including mysterious disappearance in 
many of the forms, is a serious hazard, and is causing an increasing 
number of claims under these policies. It bids fair to become one of 
the principal sources of loss under these packages and must be under-
written very carefully. 
Under the mysterious disappearance feature many claims are 
being reported, and companies are paying for wallets and money which have 
disappeared as well as items such as hats and overcoats, to say nothing 
of rings and other jewe]+'y• The coverage is broad, the exposure serious, 
and the theft aspect must be underwritten with great care if the companies 
are to w-rite these policies profitably~ 
-+48,.; 
In this respect the underw-riter is interested in physical defects 
on the property which might cause injury such as broken steps or railings. 
He is also interested in unusual features such as tennis courts or swimming 
pools, and the type and number of animals owned, as well as extensive 
participation in sports by any member of the insureds t family. 
The recent broadening of the watercraft coverage in the Compre-
hensive Personal Liability section has introduced possible serious exposures 
which are now covered without additional premium charge. For example, all 
outboard motorboats are now covered although they may have one or more 
motors of high horsepower. There may be younger, more irresponsible members 
of the family operating these, which increases the potential liability. 
Most company underwriters trust to a great extent on their agents 
and producers for information regarding the insured. They expect the 
producer to select only the better type dwelling risk for this coverage, 
and to inform the company of any unusual features. Supplementing this 
selection and information from the producers is the use of various types 
of inspection reports. 
Since all of these policies provide 11All Risksll coverage in 
varying degrees, the reports must be reviewed to determine whether the 
risk is subject to inevitable loss and, if not, whether the premium to 
be received is adequate for the exposure. 
The moral character of the assured is important as is his past 
loss experience. This information is obtained either from the agent in an 
application form or from a reporting service. From their' reports the 
underwriter determines the probable attitude towards claims. The under-
-writer points out to the agent that these policies are not maintenance 
contracts, but are intended to pay only.fortuitous losses. 
The underwriter tries to avoid the over-e:Xposed or abnormal 
risks, which include people having questionable moral character or 
associates, who live in questionable surroundings, who have unusual 
travel exposures or who present other obvious traits that make for 
greater than normal exposures. 
The physical aspects of the risk and its location must be given 
special attention as regards its general condition and appearance both 
externally and internally, with particular attention to such features as 
water damage probabilities. In many new developments in fast growing 
suburban areas, due to the shortage of building sites, some builders are 
erecting dwellings on filled in land and in some cases even diverting 
streams to utilize all available land. These conditions or other local 
structural faults must be recognized as extra hazards and as reasons why 
such risks should not be written as they are subject to inevitable loss. 
The 10% coverage applicable to outbuildings is sometimes a 
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problem in the case of medium sized or large country estates, since the 
. main dwelling may be in excellent condition, whereas the outbuildings are 
' in poor condition and are uninsurable on an HAll Physical Loss 11 basis. 
In such cases, these buildings might be excluded from coverage because 
of their condition. 
The Homeowners policies provide replacement cost coverage on the 
buildings insured; i.e., losses are settled without deduction for depre-
ciation if the insured has insurance amounting to at least 80% of the 
replacement cost. The underwriter must give careful consideration to 
the insurance carried and the replacement cost to determine if the insured 
is seriously underinsuring. He must also determine Whether or not he wishes 
to write replacement cost on an old dwelling in less than good repair. 
'One of the situations encountered is the case where an older 
dwelling with a high replacement cost is purchased at a much lower market 
pri~e. If the insured carries coverage up to 80% replacement cost, he is 
overinsured as regards his purchase price with the possilility of moral 
ha~ard. If he insures only up to 80% of the purchase price or at the 
purchase price, he is considerably under the requirement of 80% insurance 
to replacement value. Many companies have taken the stand that these 
older type dwellings should not be insured on a replacement cost basis 
and will not Write package policies with this clause on older dwellings. 
other companies have gone along, writing this older type dwelling 
with replacement cost, and. are encountering all types of problems in 
adjustment when the loss occurs. 
As complicated and varieS. as are the underwriting problems in 
the case of the dwelling package policies, they are even,more complicated 
in the case of the Commercial Property Coverage. 
In underwriting this form, the underwriters must consider four 
major exposures: fire and allied perils, water damage, burglary, and 
transit hazards. 
In considering the fire and allied perils, the underwriter must 
obtain and weigh information regarding the physical conditions of the 
premises, the neighborhood and the fire protection. 
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In connection with the water damage coverage, he will be interested 
in whether or not any stock is stored in the basements, if so, whether 
it is on shelves, and if the basement has drains. Also, the condition of 
the plumbing, and any unusual use of water is a factor, as is any possibil-
ity of damage by seepage or backing up of sewers or drains. 
The third serious exposure in the 6ommercial Property Form is 
that of burglary. In under~~it~g this peril under the Commercial Property 
Form the underwriter is interested in the portion of the building occupied 
by the insured, whether it is onthe ground floor or above, whether anyone 
else occupies the building or shares the premises with the insured. He 
wants to know if the street is well lighted, if there is police protection, 
and the hours the firm is open for business. In addition, the underwriter 
wishes to have complete information as to the number of door and window 
openings and their protection, if any. Finally, as regards burglary, he 
is interested in alarm systems or watchman service, and in the case o:f 
certain valuable goods this one factor may be the difference between 
writing or declining the line. 
The final major exposure under the Commercial Property Form is 
the Transit coverage. Under this form coverage is provided on property 
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in transit in the United States and Canada. 
In regard to this peril, the underwriter is interested in the 
number o£ salesmen, the value o£ stock carried by them, and the protection 
o£ stock in the vehicles. He is also interested in delivery o£ stock 
in the insured's own vehicles, the maximum value in any shipment, and the 
average value. Also shipments to distant points in the assured's vehicles 
have a bearing on the writing o£ the coverage. 
The Commercial Property Form is a very broad coverage and the 
underwriter must care£ully analyze many di££erent £eatures o£ the risk 
be£ore coming to a decision. as to its desirability £or this coverage. 
It requires an individual with broad knowledge o£ coverages, hazards and 
with experienced judgment to underwrite this package. 
It is evident that the package policies have introduced new 
problems to the underwriter. Unable to judge the risk based on rate, 
which may or may not be a~equate, £aced with new perils covered, and 
beset with £ire, theft and liability problems, the multiple line under-
writer has had to more than ever exercise his judgment based on past 
experience and present trends in the wise selection of risks. 
Most company underwriters have relied more heavily on in-
spection reports particularly in the case o£ 11All Risk" policies. These 
reports have been of great assistance, but in the £inal analysis it is the 
selection of the risk on the part of the agent or produceE, and the under-
writer which ultimately determines whether or not the class wil be 
pro£itable. 
Chapter XIII 
~Impact £f. .and. Reaction 
to Package Policies 
.-.153-
To say that package policies are revolutionizing the property 
insurance industry is no overstatement. Never in the long history of 
property insurance has the complexion of the business changed so rapidly 
in such a short period of time • 
. Te~ years ago, a property insurance agent, underwriter, or 
claims man had to be :familiar with the :fire policy coverage, extended 
coverage and vandalism and malicious mischief. A person who left the 
property insurance :field at that time and who returned to it today would 
not recognize it. 
This radical change has had a terrific impact on all segments o:f 
the industry, as well as on the insurance buying public, and it is the 
purpose of this chapter to examine this impact and the resulting reaction. 
When package policies in the form of the Transportation Insurance 
Rating Bureauts ColJ!Prehensive Dwelling Endorsement and the Insurance 
Company of North Americars Homeowners Policy were first introduced, they 
were considered radical experiments that would not get anywhere and would 
shortly die a natural death. To some extent this was true of the Com-
prehensive Dwelling Endorsement, but its lack of sales was due more to 
lack o:f publicity and proper selling of the form than to faults of the 
:form itself. 
The Homeowners Policy of the Insurance Company o:f North America, 
on the other hand, was given a terrific sales promotion and took hold. 
Expressions of skepticism on the part o:f the rest of the industry gave 
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way to amazement at the number o£ policies being sold, and other companies 
began to realize that here was something that should be looked into. 
This led to the £ormation o£ Multiple Peril Insurance Rating Organization 
on the part o£ a group o£ stock companies who wished to develop a similar 
package policy to compete with the Insurance Company o£ North America. 
Even at this stage, a great deal o£ doubt was mixed with the £eeling o£ 
necessity that prompted these companies to £ormulate a package policy. 
However, this group o£ stock companies went ahead with their 
package policies, Homeowners A, B. & C. The State o£ Connecticut, the 
location o£ the home o££ices o£ many o£ these companies was intensively 
cultivated by advertising and other promotion by company personnel. 
Egents, who £or years had sold £ire policies, Comprehensive 
Personal Liability Policies and Residence The£t Policies were hard to 
change and were not easily convinced that this type o£ policy was all 
that it was said to be. Mter considerable explanation and education, 
however, they began to see its advantages and a£ter selling a £ew and 
picking up and consolidating an insured's personal coverages into one 
policy with a saving to the insured o£ about 20% over what his individual 
premiums would have been £or the same coverage under separate policies, 
and in most cases with an increase in premium and commission to the agent, 
they began to realize that here was the greatest thing they had ever had 
to sell. 
The popularity o£ the Homeowners policies began to snowball 
and their use spread into other states. Meanwhile Mutual companies 
belonging to the Transportation Insurance Rating Bureau became interested 
and requested Transportation Insurance Rating Bureau to £ile such a 
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package. In the interest of uniformity, Transportation Insurance Rating 
Bureau arranged with Multiple Peril Insurance Rating Organization to use 
its filings, and proceeded to file for a number of mutual companies 
in the various states. 
At the same time, the stock companies who did not agree with 
the indivisible premium type of package policy and who feared that the 
established Rating Bureaus might lose their autonomy became convinced 
that this package policy was too good to miss, and decided to develop 
their own package policy using the established raiing bureaus. Accord-
ingly, Interbureau Insurance Advisory Group drafted the Comprehensive 
Dwelling Policy which was filed by the fire, casualty, and inland marine 
bureaus. 
The principle behind the policy was the divisible premium 
approach and the policy was more flexible in its requirements. Although 
this policy was publicized and given a vigorous sales promotion, it did 
not take hold as quickly as the Homeowners policy had. Agents found it 
more difficult to familiarize themselves with this policy and also found 
it more difficult to write and to rate. Consequently, its sales lagged 
and have continued to lag considerably behind that of Homeowners Policies~ 
This was not the case in all areas or in all agencies, however, 
and a most interesting aspect of the package policy sales development 
has been the popularity and sales of the Comprehensive Dwelling Policy 
in certain areas and agencies. 
For example, an agency in Boston composed of several aggressive 
and intelligent individuals who gave serious study to both policies decided 
that the Comprehensive Dwelling Policy allowed them to tailor the coverage 
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to better fit their assured 1s needs and have sold this policy almost 
exclusively. This is true in a number of instances. For the most part, 
however, agents have sold this policy only in the few instances where 
they felt the relationship of contents to dwelling value was such that 
the Comprehensive Dwelling Policy was better suited to the situation. 
Another interesting feature of the Comprehensive Dwelling Policy 
sales has been its popularity in certain states and not in others. This 
has been noticeable in the experience of a number of companies. Whereas 
the Homeowners Policies were requested by agents and company special 
agents in all states where permitted, the Comprehensive Dwelling Policy 
had little demand in certain states. 
For example, one company writing a sizable volume of Homeowners 
premiums, and writing the Comprehensive Dwelling Policy in a number of 
states in moderate volume has found little demand in certain states for 
the Comprehensive Dwelling Policy and has not entered the policy in those 
states. On the other hand in some states such as North Carolina and 
Massachusetts, the company has found sales of the Comprehensive Dwelling 
Policy excellent. 
Some companies cast their lot with the Homeo~mers Policies, 
others with the Comprehensive Dwelling Policy, and still others wrote 
both. Eventually, companies who were writing only one of these package 
policies found they had to give their agents both policies since there 
was a market and need for both among assureds. 
While the original attitude toward these policies on the part 
of many agents and companies was one of skepticism and in some cases 
outright antagonism, ~he developments of the last six years have done 
away with any doubt as to whether these policies would be successful. 
In 1953, Homeowners premiums were 744,0CO; in 1954, 9,203,000; 
and in 1955, 43,224,000. These figures portray as dramatically as any-
thing could the popularity of these forms. What has been the impact of 
this tremendous ·swing to package policies on the three segments of the 
insurance business, companies, agents, and insureds? It has been far 
reaching and has resulted in many changes in all phases of the industry. 
Let us consider first the impact on the companies. We have 
discussed the effect of Multiple Line Legislation on companies, per-
mitting them to write both fire and casualty coverages. While the 
larger companies took advantage of this almost immediately by writing 
separate fire and casualty policies, many of the smaller companies did 
not feel they should venture into fields new and strange to them. The 
introduction of the package policies changed this picture completely and 
forced the smaller companies into the package field and into casualty 
and fire coverages ih order to retain their business. 
With this entry into the package field went many and radical 
changes in company operations and organization. 
Personnel had to be hired and trained to handle these new 
coverages. Old perso~~el had to be taught casualty as well as fire 
coverages.. Company executives had to think in broader terms and 
Schedule P. became a reality to fire executives as well as casualty men. 
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Statistical methods were changed and new systems of classifi-
cation set up to handle these new coverages. Many new reports were 
required by the various Bureaus and State Rating Organizations necessi-
tating increased work on the part of accounting and statistical departments 
of the companies. 
No section o£ the company was le£t untouched. Loss departments 
struggled with new coverages, new losses that not even the dra£ters o£ 
the £orms or the courts were sure were covered. Utter con£usion reigned 
in many instances, and still does, as to the meaning o£ many phrasea and 
words in these new £arms. 
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Special agents, the salesmen and agency servicing personnel oi 
the companies had to really learn the coverages so that they could educate 
the agents. Classes were held, coverages analyzed, and new methods of 
selling these packages were developed. 
Companies embarked on extensive promotionai and advertising 
campaigns to push sales o£ this new product. All sorts o£ advertising 
£alders and comparison charts were developed and widely distributed at 
considerable expense. 
Yet another large expense was incurred bythe companies in 
the cost of the new policies and Iorms which di££ered in many o£ the rating 
jurisdictions. Frequent changes in forms and policies added to the cost. 
New policies and £arms had to be purchased with each change, and existing 
supplies, o£ten sizable, had to be discarded at consider~ble loss. 
The increasing expenses connected with this program and the ever 
increasing loss ratio on these package policies have led many companies 
to wonder if the writing of a large volume o£ this business was such a 
wise move. Recent rate reductions, while losses are increasing, have 
caused more doubt o£ late as to the profit to be gained in writing these 
coverages. However, Ior competitive reasons, companies must continue to 
of£er these facilities or risk losing a sizable portion of their premium 
volume. 
Thus we see that the impact of the package policies has been 
great on all companies, large or small, stock or mutual, agency or direct 
writer. 
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Of no less severity has been the impact of the package concept 
on the agent. For many years used to the selling of straight and simple 
fire policies, theft policies or liability policies, now he was confronted 
with strange new policies, forms, and terms; c. D. P., Homeowners A. B. 
and C. Broad Forms, All Risk Forms, Special Forms; what did they all mean? 
To many agents they meant success, a. chance to sell a new product, 
an increased premium volume, and a good income. 
To others they meant confusion and a decision not to change, 
to go along the same old way until this "fadtt was over, and it would be 
soon. Fortunately these agents were in the minority, and even they finally 
awoke when they found their business being taken over by other aggressive 
agents who were selling the package policies. 
To the agent who accepted the package policy as a new selling 
tool and aggressively sold the new policies, it meant study, hard work 
and extra houros. Many agents spent evenings visiting assureds in their 
homes to explain the new coverages to husband and wife. Some worked five 
evenings a week for a year or more to contact and explain these packages 
to all their insureds and good prospects. These agents increased their 
premium volume substantially. 
Since the. premiums on the package policies are substantial, 
sale o£ a policy means a good sized commission for the agent. Since he 
has wrapped up all o£.the insuredrs coverage, except auto, in one package, 
he is less apt to lose the business to other agents. It means not only 
more income but steadier income. 
From the office expense standpoint, the agent benefits in that 
his policy writing, handling, and billing costs are reduced by the writing 
of one policy instead of several. 
This is, of course, an advantage to the company also. 
The agent usually obtains more insurance to value under these 
policies than under separate policies and this means increased premium 
and commission. To the company, increased insurance to value also means 
more income and lower loss ratios. 
One agent who had experienced great difficulty in getting 
insureds to increase their insurance to value under separate policies was 
amazed at the ease with which he was able to obtain insurance to value 
under the package policies. This, of course, has been one of the favorable 
results of the package policy. With insurance to value one of the major 
problems today with our inflationary spiral, this is a factor not to be 
underestimated. 
Another impact these policies and the multiple line concept 
have had on the average agent is to make him better trained, more educated 
in his profession. He has had to be, to keep up with new developments, 
and to explain the coverages adequately to his insureds. More agents 
than ever before are attending company educational meetings, agentrs 
clinics, and formal classes at colleges and schools to broaden their 
knowledge of insurance. This is a salutary effect of the new concept 
and bids fair to increase as time goes on. A better educated agency 
force can serve the public more effectively and more adequately. 
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Finally, what has been the impact of the package policies on 
the insurance buying public? Of the three groups, the public has had 
less to say about the development of these new forms, but have been more 
affected than any other group. 
First of all, the insurance buyer is now confronted with a maze 
of alternatives as to the coverage he can buy. Where formerly it was fire 
and extended coverage, now he can choose from a number of forms and policies. 
At first fue is confused, but with the assistance of a good agent, he 
realizes he has his choice of limited coverage at less cost, or broad 
coverage at somewhat higher cost. He can tailor his insurance program 
to his budget, his needs, and his desires for coverage. He then becomes 
interested, wants to learn about the coverage, and I believe it is safe 
to say that today more insureds are reading their package policy than 
ever read their fire policy. 
With the broadened coverage under these forms has come an 
increased claim consciousness on the part of insureds. Many agents have 
sold the all risk forms with the statement to the insured that he should 
put in a claim for anything that happens and let the company find the 
exclusion, if any. This, of course, has caused difficulties, both for 
the company and the insured, as well as the agent. 
Also, as insureds find many perils covered, and realize the 
broad coverage under these policies they will tend to submit .more and 
more claims in hopes that they are covered and will be paid. 
Certainly insureds have been provided with much broader 
coverage than ever before available, and only the experience will determine 
whether companies can continue to provide these broad coverages at rates 
' 
within the means of the average homeowner. At the rate at which losses 
are increasing under these forms, it appears that more restrictive 
coverage of much higher rates are only a matter of time. 
The impact of these forms has been tremendous on all segments 
of the industry and on the insuring public. What will develop in the 
future as a result of these reactions will be discussed in the next 
chapter. 
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Chapter XIV 
Future Evolution 
What will be the future . of these package policies which have 
developed so rapidly in the last five years? Will they continue to expand 
into package coverages for other classes of risks, have they reached their 
limit of expansion, or will there be· a retrenchment back to the standard, 
more restrictive forms? 
Before· we discuss the future of the package policies, let us 
first analyze the shortcomings of the present forms, as this may cast 
light on future developments to correct these shortcomings. 
As these forms are comparatively new_, and in some cases were 
developed quickly because of competetive reasons, certain inadequacies, 
inconsistencies, and room for imprevement are noticeable. Some of these 
conditions are being corrected as revisions of the forms and policies are 
issued, but there are many that as yet have not been resolved. 
The Comprehensive Dwelling Endorsement of the Transporuation 
Insurance Rating Bureau was one of the first package forms to come out. 
It was limited to a one family owner occupied dwelling, thus limiting 
its possible market. 
Trees, shrubs, plants, and lawns were excluded with no provision 
for covering them mor any perils. There was a mandatory $50.00 deductible 
Which could not be removed and this applied separately to all losses. 
Also there was no provision in the form for replacement cost coverages. 
This form,has recently been withdrawn because of other more adequate 
forms available. 
The Additional Extended Coverage Form, unlike other of the named 
peril forms, contains an exclusion of backing up of sewers and drains. 
Also the exclusion of earthquake, flood, and high waters applies to all 
perils whereas in the Broad form it applies only to certain perils. 
There are other exclusions which limit this form considerably 
in comparison with.the Broad form·and for the slight differential in cost 
the Broad form is a much better buy. Recently it has been indicated that 
this form, too, would be withdrawn. 
In both the Broad form and the Additional Extended Coverage 
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form, the Perils insured against are listed in one column and the exclusions 
in another. These exclusions are nUJTI'erous a.n,d refer to perils by number. 
The form is confusing, difficult to follow and could and should be simpli-
fied and rearranged. 
The Broad form at a rate of .06 as against the All Risk-Form, 
the Dwelling Buildings Special form appears to be over priced. Most 
assureds when offered a named peril form at .06 and an all risk form at 
.09 will take the all risk form. Consequently, this has deterred sale 
of the Broad form. 
In the Homeowners program, certain improvements could be made. 
For one thing, the Manual itself could be considerably revised, clari-
fying certain questionable points and adding additional information 
which is lacking. 
First of all, an index is badly needed and valuable time could 
be saved in referring to this Manual by addition of this feature. 
A number of clarifying bulletins have been issued by Multiple 
Peril Insurance Rating Bureau to companies. Many of these affect the 
agent and should be incorporated in the manual, such as permission to 
write the policy for an assured who lives in the dwelling and also to 
include a non-occupant as insured for on premises coverages. 
The section on Comprehensive Personal Liability Coverage for 
additional dwellings should be enlarged, showing the method of computa-
tion to be used in figuring the premium. 
Rules should be promulgated in the manual for procedure when 
a dwelling is sold. The fire rules require that a fire policy be 
cancelled and a new policy be written to cover another dwelling. The 
Homeowners Manual does not mention this matter at all. 
As regards the Homeowners Policy itself, certain minor changes 
might be made liberalizing the coverage to conform with the Comprehensive 
Dwelling Policy, such as allowing coverage for mysterious disappearance 
under Homeowners A. and B. policies, in all jurisdictions as has been 
done in some states. A special mortgagee clause stating that the 
mortgagee is interested only in the building items would eliminate some 
present objections of mortgagees regarding this policy. 
The Comprehensive Dwelling Policy leaves considerable room 
for improvement. Its bulky use of numerous forms, its separate rating 
schedules, and its overall difficulty in writing and rating certainly 
are far from a desirable situation. 
These are only a few of the problems encountered with these 
forms. Many of these could and should be eliminated with the introduction 
of the new package dwelling form now being developed by Multi-peril 
Insurance Conference. This organization was the outcome of the merger 
in 1957 of Multiple Peril Insurance Rating Organization and Interbureau 
Insurance Advisory Group~ 
This is an advisory organization which will engage in research 
activities and, in collaboration with existing stock company rating 
bureaus, develop new and revised multiple line programs. This portends 
the stabilization of rating and administrative procedures for multiple 
line insurance to a degree which was largely lacking heretofore •·* 
It appears that Multi~Peril Insurance Conference will recommend 
that the programs which it sponsors be filed through cooperative action 
by existing rating bureaus. Insofar as methods of packaging coverages 
and rating such packages are concerned, Multi-Peril Insurance Conference 
has been engaged since its inception in studies aimed at the creation 
of a new multiple line dwelling form reflecting the best features of 
the Homeowners Policies and the Comprehensive Dwelling Policy. It is 
understood that this new program, when completed, will completely replace 
the latter two programs .. 
At last report, it was understood that the efforts of this 
group to develop a new dwelling package policy might come to fruition 
in mid 1958. The objective of this activity, in the wor~s of a leading 
spokesman for the group 11 is to bring more uniformity into the business 
by avoiding a multiplicity of package policy-forms generated by a con-
flict of philosophy as to a divisible vs. indivisible premium approach. 
Further, there is the definite need to make sure that the rate structures 
for this business will prove profitable in the aggregate. n* 
The workings of this group have been kept very secret and only 
rumors of what is to come in the dwelling package policy field have 
leaked out. It appears that the indivisible premium type of approach 
*8, P• 9. 
-~8, p. 10. 
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rather than the divisible premium approach will be adopted. This is 
sensible and £allows logicallybecause o£ the much greater simplicity 
in rating this type o£ policy. 
The £ormat o£ the new policies will probably £ollow the 
Homeowners policies in the coverages provided. However, there will be 
more £lexibility than in the present Homeowners program::.>.and less £lexi-
bility than in the present Comprehensive Dwelling Policy Program. 
It is likely that the new po:P.cy will allow an option om £ur-
niture coverage o£ 30% or more o£ the dwelling amount instead o£ the 
minimum 40% as under the present Homeowners Policy. Coverage will also 
be allowed on secondary residences, as they are now under the Comprehen-
sive Dwelling Policy~ £or all perils~ physical as well as Comprehensive 
Personal Liability. 
As regards coverages, certainly many changes should be made 
clari£ying coverage and restricting it in certain instances. 
For example, water damage has proved troublesome to the 
companies and it appears that policy holders just will :hot pay an 
actuariallybased rate £or water damage coverage £rom outside water. 
Allied with this is the e££ect o£ new dwelling types on losses £rom 
water damage. The older type o£ dwelling was built several £eet above 
the grade level, and the basement was used mainly £or storage o£ old 
and discarded e.quipment, except £or the £urnace. Today, a dwelling is 
built practically at ground level and many basements contain expensive 
recreation rooms. This can result in extensive water damage. 
It appears that ~rater damage £rom plumbing, heating, and 
air conditioning systems can be included at a reasonable charge, and 
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this coverage will probably be found in the new policy. 
Another coverage which could be eliminated to keep the premium 
within reason is that of mysterious disappearance. 
This coverage is causing more and more losses under the package 
policies and bids fair to become one of the chief sources of loss in the 
present packages. If kept, a sizable deductible of at least $100.00 
should apply to this peril • 
In addition to these coverages which may be eliminated or 
restricted, clarification as to the meaning of other coverages should be 
attempted. By use of clearer terms ofl the addition of more descriptive 
phraseology, much of the ambiguity now found in the package policies 
could be eliminated. For example, just what is meant by the term 
collapse, by landslide, or by subsidence, to name but a few of the terms 
that have caused confusion~ 
It is to be hoped that the new policies will be clearer in their 
. 
meaning as to what is intended to be covered and what excluded than have 
the present form. 
We have a fairly good idea as to these new packages which will 
shortly be available. What developments may we expect in the dwelling 
package policy field beyond these new policies, which will not be too 
different from their present counterparts?· 
We can expect addition of ether types of insurance. Some companies 
have already added automobile policies to the Homeovmers policy by stapling 
the automobile po~icy into the same policy with the Homeowners policy. 
One company at least, has .introduced a package policy, but with a separate 
premium computation for the automobile portion. However, as far as the 
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policy holder is concerned, the automobile coverage is a part o£ the 
package. 
We may also expect that life insurance coverage and accident 
and health may be added to the package policy by including these polieies 
in the same folaer. It may then be only a matter of time before these 
coverages are incorporated in the one policy and a single indivisible 
premii!.um charged for the entire package. This would wrap up an individual t s 
entire insurance program, his dwelling, contents, automobile, life, and 
accident and health in one policy with one premium, payable in monthly 
instalments. 
What will the future bring as regards pa~kaging of coverages 
£or other types of risks than dwellings? Already, the Commercial Property 
Coverage discussed previously is becoming an important factor in the 
commercial contents coverage £ield. Recently the Industrial Property 
Policy was introduced to cover stock of manu£acturing operations having 
two or more locations. 
To date, these packages have not included liability coverages 
along with property coverages. The commercial liability coverages are 
complicated as compared with the dwelling liability coverages. No one 
has yet figured a workable method of developing property loss premiums 
and liability premiums on the same rating schedule for commercial and 
industrial risks. 
There may develop first, combinations of property loss and 
liability coverage for limited types of mercantile occupancy where the 
units are similar in size, value and type of operation. Already, some 
companies have been experimenting with a complete package policy on 
' 
the dairy store type of operation. Xhese risks are much the same in size, 
value and operation, so that a flat premium can be calculated with some 
degree of reason. This could be used also in some of the smaller and less 
hazardous mercantile risks. 
It appears that this development will be slow, and will not be 
an important factor for several years, except for the few pioneering 
companies,. 
A package type policy for commercial and industrial buildings 
has already been developed by one company, and could become an important 
factor in the expansion of the package policy field. 
It is in this field that the new horizons in the insurance 
industry lie. The underwriters and the companies that think and 'plan 
in terms of the broad overall package type of coverage hold this future 
in their grasp. 
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